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UNITED CARBON COMPANY 
DIVIDEND NOTICE 
A dividend of 75 cents per share has been 
declared on the Common Stock of said Company, 
payable December 18, 1942 to stockholders of 
record at three P.M. on December 1, 1942. 
C. H. McHENRY, Secretary. 
UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
November 12, 1942, declared a dividend for the 
fourth quarter of the year 1942 of $1.00 a share 
on the Common Stock of Underwood Elliott 
Fisher Company, payable December 15, 1942, t 
stockholders of record at the close of business 
December 1, 1942. 
Transfer books will not be close 
e. & DUNCAN, "Treasurer 


The Western Union Telegraph Co. 
New York, November 10, 1942 
DIVIDEND NO. 263 
A dividend of 50 cents a share on the capital 
stock of this company has been declared, pay- 
able December 15, 1942, to stockholders of 
ge the close of business on November 


ve G. K. HUNTINGTON, Treasurer 


The New York Central Railroad Co. 

New York, November 11, 1942. 

A Dividend of One Dollar ($1.00) per share 

on the capital stock of this Company has been 

declared payable January 15, 1943, at the Office 

of the Treasurer, to stockholders of record at 
the close of business ——— 10, 1942. 

R. P. AHRENS, Treasurer 


“NATIONAL DAIRY PRODUCTS 
CORPORATION 


A dividend of 20¢ per share on the Common stock 
has been declared, payable December 18, 1942, 
to holders of record November 30, 1942. 
GEORGE H. RUTHERFORD 
Nevember 19, 1942 Treasurer 




















CONTINENTAL 
CAN COMPANY, Inc. 


The year end dividend of twenty-five 
cents (25¢) per share on the common 
stock of this Company has been declared 
payable December 15, 1942, to stock- 
holders of record at the close of business 
November 25, 1942. Books will not close. 

J. B. JEFFRESS, JR., Treasurer 








>) COLUMBIAN 
CARBON COMPANY 


The Directors of Columbian Carbon 
Company have declared a year end 
dividend of $1.25 per share, payable 
December 10, 1942, to stockholders of 
record November 20, 1942. at 3 P. M. 


GEORGE L. BUBB 


Treasurer 








THE ELECTRIC STORAGE BATTERY CO. 
; The Directors have declared 
betsy from the Accumulated Sur- 
plus of the Company a final 
BATTERIES dividend for the year 1942 
of Fifty Cents ($0.50) per 
share on the Common Stock, payable De- 
cember 22, 1942, to Stockholders of record 
at the close of busine ss on December 2, 1942. 
Checks will be mailed. 
H. C. ALLAN, Secretary and Treasurer. 
Philadelphia, November 20, 1942. 








DIVIDEND 


ARMOUR AND COMPANY 
OF DELAWARE 


On November 6, a quarterly dividend of one and 
three-fourths per cent (1% %) per share on the 
Preferred Capital Stock of the above corporation 
was declared by the Board of Directors, payable 
January: 1, 1943, to stockholders of record on the 
books of the Company at the close of business 
December 10, 1942. 


E. L. LALUMIER, Secretary. 





THE MAGAZINE OF WALL STREET NOVEMBER 28, 1942 


151 








f 
With nearly 10,000,000 men needed in the armed forces by end of 1943, more apd more work- 


ers of all grades will be drawn from industry. Those left will work longer hours, and the labor 
force must be heavily augmented by women, the old and the young. As compared with the 
remarkable British effort, we still have a considerable distance to go in full mobilization of our 


human and material resources for all-out war. See Mr. Horoth's article, beginning on page 158. 
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The Trend of Events 


FINANCING THE WAR... Under existing tax law, 
slightly more than one-quarter of our projected annual 
war expenditures will be covered by Federal revenue, as 
compared with 50 per cent in the case of Great Britain. 
Judged by partial figures for November, our war spend- 
ing has now reached an annual rate of about $81 billions. 
This is approximately 4.5 times greater than British war 
outgo, while our national income is about 3.6 times 
greater than Britain’s. 

To provide for ordinary expenses of the Government 
and meet half the war outlay would require taxes of 
about $42 billions, on top of State and local taxes esti- 
mated at $11 billion. This would be about $17 billion 
more than estimated annual yield of present taxes. If 
we know our Congress, any additional levies enacted in 
1943 will not remotely approach $17 billions. A general 
sales tax is a likely possibility and might yield $2 to $5 
billions, depending on the rates. 

It is encouraging that the influential Senator George, 
chairman of the Senate Finance Committee, is advocat- 
ing some modified form of the Ruml plan to put income 
tax payments on a current earnings basis. Otherwise 


goodly numbers of people will have to cash in their war 
bonds to pay taxes, or just default if they don’t have 
cashable savings. 

While tax increases are general, allowance must be 


made for the reality that increased income is not. Al- 
though the total income of the people is sharply higher, 
for a great many millions it is the same as, or lower than, 
it was before the war. For many of these, still higher 
taxes would literally mean financial liquidation—while 
those who have gained from the war surrender only part 
of the gain in increased tax payments. Whether through 
an “excess income” tax or otherwise, it is increased in- 
comes that the Government should mainly try to tap— 
both from the standpoint of equity and the standpoint 
of inflation control. 


AFRICAN ECONOMIC STAKES... Aside from the 
great military possibilities opened up by American and 
British triumphs in Africa, the economic stakes involved 
are of considerable importance. Export products of 
Tunisia, Algeria, Morocco and French West Africa in- 
clude wheat, barley and other grains; meat, olive oil, lin- 
seed, fruit, poultry and eggs; cork, hides, zinc, iron ore, 
lead, antimony, mercury, molybdenum, phosphate rock 
for fertilizers; palm oil, rubber, cotton, cacao, peanuts, 
timber. 

It is reported that fully two-thirds of French imports 
of African foods and fats have hitherto been diverted to 
Nazi Germany, and probably a still larger percentage of 
fertilizer phosphates. Many people have forgotten— 
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since the “phoney war” days of 1939—that the economic 
blockade of Germany, while it can’t win the war, is never- 
theless an important factor. Our coming control of the 
entire southern shore of the Mediterranean will make the 
blockade considerably more effective. At the same time 
it will make available for England—and for Allied field 
armies—many African supplies hitherto unavailable. 

That is not all. With protection from land-based air- 
planes along the entire coast of North Africa, it is to be 
expected that the Mediterranean will be opened up to 
Allied shipping. Much more than any other, this is 
peculiarly a war of and by ocean shipping. The great 
strategic change in the Mediterranean will enormously 
ease the problem of supplying Russia and China, as well 
as Allied forces in Egypt and the mid-East. Looking at 
it in reverse, export products from Egypt and the mid- 
East—including vitally important oil and gasoline—will 
flow more readily to England and to our future North 
African bases from which campaigns against the Europ- 
ean mainland will be launched. 

And still that isn’t all. It is a global war and the ship- 
ping problem ‘is therefore also global. To reduce the 
shipping difficulty on one key supply route is to reduce 
it on all. It would take several months of all-out produc- 
tion of merchant and naval ships to increase over-all 
Allied effectiveness as much as the winning of the Medi- 
terranean will do. 


CURRENCY CIRCULATION .. . Over the past year 
the volume of currency in circulation has increased by 
about 40 per cent to $14.8 billions. In considerable—but 
not accurately known—degree this simply reflects the 
increased cash “working capital” needs of business firms 
and individuals. But that is not the whole story. Large 
amounts of currency continue to be hoarded. Also a 
large total of cash is being held in reserve as liquid sav- 
ings. 

It is estimated that during the third quarter of this 
year total liquid savings—in the form of currency and 
individual bank checking accounts—increased by nearly 
$4 billion—yet over the same period sales of war bonds 
remained static. This is an arresting phenomenon to 
which the Treasury and Congress might well give careful 
thought. War savings bonds are just as “safe” as cash. 
Why was it that people chose to pile up $4 billion in idle 
savings in the third quarter instead of putting a sub- 
stantial portion into increased purchase of war bonds? 

There are several logical explanations. (1) Income 
tax payments due next March 15 will be sharply higher 
and numbers of people are holding cash in reserve to 
meet those payments. (2) There are continuing warn- 
ings of still higher taxes and compulsory savings to be 
enacted next year; and people not unnaturally are reserv- 
ing cash against those contingencies. (3) Uncertainty 
as to compulsory “manpower control” and -further cur- 
tailment of non-essential enterprises—along with liability 
of many to military draft—has created a feeling of job 
insecurity in the minds of hundreds of thousands of 
people, thus inducing them to accumulate abnormal 
amounts of cash. (4) The buyer of a Series E war bond 
receives no interest the first year. If he thinks the war 





might be over in a year or two, in many instances he will 
prefer cash to war bonds. (5) The Treasury insists on 
financing the war at an arbitrarily low interest rate which 
to many people does not appear attractive. (6) Official 
emphasis on the threat of inflation—plus inadequate in- 
vestor confidence in the Government’s ability to contro] 
the cost of living—certainly can not inspire confident 
demand for low-yield, fixed-income securities of any type. 

We do not know the answer to this problem—but an 
answer or series of answers will have to be found; and 
no good can be served by avoiding frank discussion of it. 


HONEYMOON PERIOD OVER .. . When retail price 
ceilings were adopted last spring it was believed by real- 
istic economists—as was duly cited by this publication 
at the time—that the system probably would work fairly 
well for a honeymoon period of three to six months; but 
that, allowing for further rise in public purchasing power 
on the one hand and growing scarcity of many types of 
goods on the other hand, autumn and early winter would 
bring a severe test of OPA price control. 

At the present time it can be said that this program 
is far from a failure but also far from perfect. Its grow- 
ing weakness can be no surprise. To set price ceilings is 
to deal with the outward symptoms of inflation rather 
than its causes. The causes are (1) increased consumer 
income, (2) decreased supplies of consumer goods. Un- 
less the causes are effectively controlled, their progress- 
ively increasing force must obviously in time break down 
the price ceilings. 

Already OPA has had to grant numerous individual 
“adjustments.” The tendency is away from over-all 
maximum prices—determined by prevailing levels as of 
a given preceding date—and toward individual ceilings 
on a growing list of items. Recognizing, for instance. 
that some retailers are being impossibly pinched between 
higher costs and frozen prices, a recent series of OPA 
orders has, in effect, raised the ceilings by authorizing 
specified retail mark-ups over manufacturers’ or whole- 
salers’ ceilings in the case of frozen foods, canned foods. 
shortenings, potatoes, onions, turkeys and numerous 
other processed foods. Undoubtedly many other products 
will have to be added to the list of upward adjustments. 

Meanwhile, each week OPA is receiving thousands of 
letters from consumers complaining of alleged price-ceil- 
ing violations or evasions. Making due allowance for the 
misinformed and the cranks, it is not to be doubted that 
there is some fire behind this increasing smoke. It does 
no good for officials to call this violation and evasion 
“shameful”—though perhaps it is. Inflation control is 
their job—not that of the merchants and the consumers. 
It is quite evident that the Government’s patchwork, 
piecemeal anti-inflation program has not yet by any 
means solved the problem or ended the danger. 


THE MARKET PROSPECT. . . Our most recent in- 
vestment advice will be found in the discussion of the 
prospective trend of the market on page 156. The coun- 
sel embodied in the feature should be considered in 
connection with all investment suggestions, elsewhere in 
this issue. Monday, Nov. 23, 1942. 
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As 9 Seo Jt! 


“If in our lifetime we can succeed in improving 
the world even infinitesimally, we shall not have 


lived in vain.” 


- 
—_— the opening of the Battle for Africa there has 


been much to-do about our consorting with Fascism, 


and the acceptance of cooperation from Admiral Darlan. 

And yet, anyone taking the trouble to analyze the 
various factors of the French collapse before the German 
onslaught in 1940, would realize that political chicanery 
involving all parties was primarily responsible for the 
military disintegration that followed. And, therefore, 
that the policy of the U. S. A. in our relations with 
France has been decidedly realistic and sound. More- 
over, that we have proceeded in our negotiations without 
losing sight of the natural tendency of the French toward 
intrigue. 

The position of France was pitiful indeed when the 
conquering German hordes marched in through Belgium. 
It was well known that France was short of arms, planes, 
and even munitions with which to combat the Nazi 
aggressors. Much of the monies 
















BY CHARLES BENEDICT 


—Voltaire 


loved France first and foremost—that their ultimate 
goal, regardless of politics, was the restoration of their 
beloved country to the status of a free and independent 
state. Domination by the Boche was unthinkable! 

It was our understanding of this situation that made 
friendly relations with Vichy possible. And it was to 
our mutual advantage. It enabled France to combat 
many humiliating Nazi demands—to retain the French 
fleet, which we have seen has served our cause as well. 
It prevented the occupation of Vichy France, and made 
it possible for Marechal Petain to deny control of Africa 
to Hitler. We know how useful that has been to our 
army of occupation. 

While the Nazis were suspicious and even aware of 
the Marechal’s intentions, they were evidently so cer- 
tain of their power to meet the issue when it came that 
they did not force Petain’s (Please turn to page 200) 








the French people had paid in /®TLANTIC 


for the defense of their country 
had gone into the pockets of 
grafting politicians. 

After Dunkirk, the demorali- 
zation of the weak and ineffec- 
tual French government was 
complete. These so-called real- 
ists—lacking the spiritual quali- 
ties necessary to galvanize 
facts into sound reasoning—were 
stunned by the Nazi blow. And 
while they were dallying with the 
idea of setting up a government 
in Africa, Marechal Petain came 
into power. 

The Fascist party in the 
ascendency over a_ prostrate 
France decided on an armistice, 
deeming it foolhardy to risk 
French Africa to invasion by the 
fresh and victorious arms of Nazi 
Germany. It seemed like better 
judgment in that dark hour to 
play for time rather than take 
the chance of being overwhelmed 
entirely. And here it is well to 
realize that the French leaders, 
with the exception of Laval, 
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Reprinted from The New York Times, Sunday, Nov. 15 











































Year-End Market Pattern 


We anticipate that a more favorable buying level will be presented 
at some time within the relatively near future as tax sales in- 
crease, and hence we do not advise purchases at the present time. 


SY A. %. 


Summary of the Fortnight: Despite the most favorable 
news environment of the entire war period, the market 
was unable to push ahead. The reaction to date has been 
modest and irregular, but with “war stocks” notably 
weak. 


bee the summer the consensus of opinion re- 
flected by the stock market was that war developments 
would not be decisively adverse and would get better 
before the end of the year. It is now beyond question 
that that confidence—well in advance of any visible turn 
in the war tide—was well-founded. 

The remarkable aggregate of good news during recent 
weeks would be sufficient to touch off dynamic advance 
in a depressed market. The reason it proved unable to 
induce any significant extension of the spring-autumn 
recovery is quite obvious. In the market, as elsewhere, 
you can’t eat your cake and have it too; and the market 
had eaten a lot of cake since last April. The broad 
average, at the early November high, was up 34 per cent 
from the year’s low. Numerous individual issues had 
advanced 50 per cent; a few 75 per cent or more. 

A month ago, when the market was aprpoximately 
where it is now, technical evidence of much increased 
resistance to continuing advance was noted in this space. 
Thus, the market’s recent inability to capitalize on ex- 
ceptionally encouraging news merely supplies the 
tangible proof that its internal vitality had been 
sufficiently sapped by prior advance to call both for 
some degree of reaction and a fairly extended consoli- 
dation period. 

Of all seasonal patterns in the market, that of decline 
from some time in November to some time in Decem- 
ber has been by far the most consistent. It was main- 
tained in each of the past thirteen years. This is not 
happenstance. Especially in modern years of high per- 
sonal income taxes, there has been much “tax selling” in 
the closing weeks of each year, and anticipation of such 
selling usually begin to affect the market by mid- 
November. 

In December of last year we not only had especially 
heavy tax selling, but the major trend of the market 
was down. The major trend now is up. Regardless of 
any likely volume of tax selling, therefore, it cannot be 
expected to have anywhere near the impact that it had 
on the market in “Pearl Harbor Month” of 1941, when 
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MILLER 


the Dow industrial average declined over 10 points be- 
tween Dec. 6 and 24. This year tax sellers will make 
substitute purchases more confidently. Those waiting 
to take advantage of tax-sale reaction for trading or 
investment purchases will hardly expect major price 
concessions. 

Just as consistent as November-December reaction is 
the precedent of year-end rally from the December low. 
While the average of the past records sets the probable 
December low somewhere between the 15th and 24th, 
the variation in timing have been considerable. For 
what it is worth, here is the record of December lows 
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—t is that: (1) investors 
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declines to date in many 
of the war stocks have 
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for some time back: 1929, Dec. 29; 1930, 16th: 193 
17th; 1932, 3rd but followed by only slightly higher low 
on the 22nd; 1933, 21st; 1934, 20th; 1935, 19th; 1936, 
QIst; 1937, 29th; 1938, 5th; 1939, 1st; 1940, 23rd; 1941, 
24th. 

It is very improbable that those waiting to buy can 
count on bad news to augment reaction at this season. 
What must be chiefly considered, therefore, is the likely 
scope of technical correction called for from November 
high to December low, after a more than six-month 
recovery phase which carried the Dow industrial aver- 
age up approximately 24 points. In our opinion, a re- 
trace of, roughly, one-quarter to one-third of this 
advance is the most that need be allowed for. 

If that is correct, the next worthwhile buying point 
should be between 112 and 109. However, we anticipate 
having sufficient time to re-examine this projection two 
weeks hence, for we doubt that there is any chance for 
emphatic market movement either way over the near 
term. If we are to have a fairly typical December pat- 
tern, and if the total probable reaction meanwhile is only 
5 to 8 points in the Daw industrial average—and it could 
conceivably be even a bit less—then obviously some time 
is going to be consumed meanwhile in minor “backing 
and filling” fluctuations. After eight consecutive ses- 
sions in which more stocks declined than advanced, a 
minor rally developed toward the close of last week. 
We think only very transient technical significance 
attaches to it, and we doubt that the intra-day top ef 
118.18 in the industrial average, made on Nov. 9, will 
be duplicated right soon. 

Up to Oct. 22 the industrial average had had an 
advance of approximately 22 points. The maximum gain 
added thereafter was 2.08 points—equivalent to about $1 
on a $60 stock—over a period during which the sup- 
porting news included the following: (1) completion of 
the 1942 tax bill; (2) the highly encouraging election 
results; (3) the smashing British victory over Rommel 
in Africa; (4) the eminently successful American-British 
thrust in northern and western Africa, in combination 
With continuing favorable results in Russia and the 
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substantially reduced 

their technical vulner- 
ability. But buying them cven for technical trading 
rallies looks like risky business to us. Looking back over 
the whole recovery period, there has been a clear-cut 
preference for non-war stocks. We think it has been well- 
founded. Even if we didn’t think so, we would certainly 
hesitate, in investment operations, to argue with so pro- 
nounced a concensus of market opinion in the matter of 
stock selection. Here are some typical declines in war 
stocks to date—in terms of percentages of total recovery 
cancelled: New York Shipbuilding, 61 per cent; Patino 
Mines, 45 per cent: Savage Arms, 73 per cent; Lockheed, 
75 per cent: Douglas Aircraft, 75 per cent. 

Many rails. rail equipments and steels have already 
cancelled from 33 to 50 per cent, and even more in some 
instances, of their previous total rise. It may be that 
opinion will sooner or later become somewhat more 





discriminating as to just what constitutes a war stock. 
The heavy industry companies now devoted wholly to 
war work—and the rails too—were doing business long 
before the war and will be doing peace business after 
the war. On peace business and prospects, quite a few 
stocks now loosely classed as “war issues” com- 
manded considerably higher prices at various times 
even in such a period as 1933-1935 than they command 
today. A few examples: Atchison, Pullman, United 
States Steel, New York Air Brake. 

On the other hand it is undeniable that far superior 
market action is being shown by the accepted “peace” 
and “peace-and-war” issues, of which representative 
examples are Chrysler, General Motors, International 
Harvester, American Can, American Telephone, U. 5S. 
Rubber, Bohn Aluminum, Bendix, Borg-Warner, Clark 
Equipment. du Pont, Food Machinery, Loew’s, Para- 
mount, Sears, Roebuck; J. C. Penney, General Mills. 
Westinghouse Electric and many others. 

Peace may be an idefinite distance away, but if you 
don’t think it’s a “peace” stock market take a look at 
the large recent demand for gold shares. 

Conclusion: We advise deferring new purchases for 
the present in expectation of moderately lower prices at 
some time in December—Monday, Nov. 23. 
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ALL OUT—HOW FAR? 


, defense phase of 
the war has apparently 
ended and the United 
Nations are assuming 
the initiative. This 
means that the output 
of war equipment will 
have to be intensified. 
Many more soldiers too 
will be needed if the victory in North Africa is to be 
followed up. Since Great Britain and the Dominions 
have practically reached the peak of industrial and man- 
power mobilization, and since Soviet Russia’s war efforts 
are likely to be impaired by the loss of men and valuable 
territory, it will be up to the United States more than 
ever to give itself to the task of winning the war. Thus, 
with the American phase of the war beginning, the time 
has come to translate into deeds Donald Nelson’s words 
that “sweat and action on the production line will have 
to match the blood and action on the battle line.” 

The “deeds” will require further intensification of our 
mobilization for a total war effort. Although our pro- 
duction of war equipment is already larger than that of 
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Our Economic Mobilization Against the 
Background of British Experience to Date 


BY V. L. HOROTH 








any other belligerent, 
somehow the three 
stages through which a 
nation is supposed to 
pass in an effort to be- 
come a full-fledged war 
economy have not been 
clearly defined here. 
There are certain sec- 
tions of the United States which are still passing through 
the first stage of war economy, that of absorbing unused 
plant capacity and unemployed men. The major part of 
the country appears to be, however, in the midst of the 
second stage, that of transference of men and resources 
from peace-time uses to war-time uses. 

The third and last phase of war economy is that in 
which civilian consumption is cut to release additional 
resources for the prosecution of the war and in which 
even the marginal manpower, married women and retired 
people, are drafted for war work. In certain respects we 
have already entered into this stage, though the reason 
has been the shortage of shipping or the inaccess- 
ibility of certain materials in Southeastern Asia, rather 
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than any conscious rationing of consumer expenditures. 

Nevertheless, the time is rapidly approaching when, 
in order to deal with the inflationary problem, some con- 
sumer rationing plan by means of coupons and com- 
pulsory savings will have to be put into effect. More- 
yver, the rationalizing of the entire war effort in order 
to make better use of resources and manpower is also on 
the way. The reorganization of the War Preduction 
Board was a part of the general trend toward greater 
‘fficiency. Now the Economic Stabilization Director, 
J. F. Byrnes, has ordered various Government organiza- 
tions to undertake “a vigorous program of simplication 
ind standardization of production and distribution not 
merely to eliminate frills and wasteful practices, but, 
wherever necessary and advantageous, to concentrate on 
the production of relatively few types of goods of stand- 
idized quality, design and price.” A report is also to be 
made with a view to determining the bed-rock minimum 
‘ivilian needs in this country, consistent with the fullest 
war production. 

Great Britain, because of her relatively larger war 
effort and because of the longer duration and the greater 
icuteness of the national emergency, has been passing 
through the third phase of war economy for some time. 
And while it may not be necessary in this country to 
mobilize our manpower and resources to the extent 
already carried out in Great Britain, it is nevertheless 
important to be cognizant in what direction the develop- 
ments of the future are bound to carry us. 

As reflected in the measures passed in Great Britain, 
the third stage of the mobilization of national resources 
for a total war creates two sets of problems. One con- 
cerns the bringing about not only of extensive but also 
of intensive mobilization of national economy through 
the most efficient use of all available physical resources 
ind manpower. In this set of problems should be in- 
‘luded also the rationing and concentration of civilian 
industries as a means of cutting down the output of 
non-essentials. The second set of problems has to do 
with the control of spending power, and hence also 
of inflationary tendencies resulting from full em- 
ployment and the release of purchasing power that 
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accompanies the curtailment of goods for civilian 
consumption. 

The extent of British mobilization for war need not to 
be elaborated upon here. Suffice it to say that prac- 
tically all plants now contribute in one way or other to 
the war effort and that their achievements despite black- 
outs, bombings and shortages of raw materials created 
by the disruption of shipping have been little short of 
miraculous. It is said that the British output of war 
materials, up to a few months ago, exceeded that of the 
United States. The production of tanks alone was last 
summer about four times as large as in the fall of 1940. 

Two things have made for the large volume of British 
production, apart, of course, from the erection of new 
factories. One of them has been the long hours worked 
by the British workers. The 44-hour week is long for- 
gotten, with workers in war industries laboring as long 
as 72 hours a week. The older men, however, have been 
showing signs of fatigue—partly because in addition to 
working long hours they serve as home guards and air- 
wardens at least once a week. A few months ago the 
Ministry of Labor therefore suggested a minimum work 
week of 52 hours as the best from the viewpoint of indus- 
trial output and employees’ health. The longer working 
hours are also applied to non-essential industries. The 
purpose is, of course, to release employees for war 
industries. 

Secondly, the efficiency of British plants has been 
vastly improved. The British claim that per head their 
production of tanks, aircraft and ships is larger than in 
any other country, the United States not excepted. They 
also say that they are turning out as many ships as in 
1917, with some 100,000 fewer workers. In the organiza- 
tion of their war industries, the British have shied away 
from the construction of huge factories with endless pro- 
duction lines. Rather, their experience during the 1940 
blitzes led them to disperse the production into innumer- 
able small factories or shops, of which Great Britain has 
some 26,000. These small factories and shops often do 
not make more than two or three different parts of a 
tank or aircraft. Under this system, the tank parts have 
been farmed out to as many as 6,000 different small 
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shops. Mr. Butler, British Minister to Washington, men- 
tioned in a recent speech an example of a great concern 
which was actually sub-divided into 100 different plants 
instead of being concentrated in a single plant. 

Another feature of the British organization of war 
industries has been the decentralization of control. The 
eleven regional directors keep watch over the distribu- 
tion of war contracts in their districts as well as over the 
inflow of raw materials and the outflow of deliveries. 
The British claim that regional decentralization is more 
efficient when it comes to dealing with both labor and 
raw material bottlenecks. Among other things, the de- 
centralization of control and the wide distribution of 
war work among small plants all over a countryside has 
led to better utilization of the so-called “immobile 
labor,” i.e., married women, and in many cases it has 
obviated the necessity of shifting labor. 

In general mobilization of manpower, Great Britain 
has gone even further than Germany. Out of a popula- 
tion of 33,000,000 people between the ages of 14 and 65, 
actually 23,000,000 are now engaged in full time work for 
the nation. Of the remainder, some 3,00,000 are unable 
to work on account of age or sickness and 6,000,000 are 
married women taking care of their families. Propor- 
tionately, we should have at least 65,000,000 in armed 
services and the labor force in this country. Actually 
we had last summer about 55,00,000 employed in indus- 
tries and agriculture or in armed forces. Our labor re- 
serve of unemployed, on which we could draw, including 
housewives and retired people, but excluding the sick 
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and the crippled, is probably still as large as 35,000,000. 

Great Britain is ahead especially in conscripting 
women. Altogether some 9,600,000 out of about 17,250,- 
000 women between 14 and 65 are working as full and 
part time workers or are enrolled in the Army. In indus- 
try alone there are now some 7,000,000 women, re- 
sponsible for about one-third of the total industrial 
output of the country. According to British standard, 
we should have at least 20,000,000 women in industrial 
employment, whereas we have about 3,000,000 so engaged 
at present. 

Practically all available women without house responsi- 
bilities, between the ages of 18 and 64, have been mobil- 
ized for some work for the nation. Unmarried women 
between 20 and 30 are liable for compulsory military 
services and about 200,000 of them are already serving, 
not only as cooks, office workers or in supply depots, but 
servicing planes, manning anti-aircraft guns and doing 
aerial reconnaisance. In order to tap the reserve of house- 
wives, the government has been sponsoring nurseries and 
factory kitchens on a large scale. Incidentally, one out- 
growth of the unprecedented employment of women in 
Great Britain is said to be a strong feminist movement 
which is bound to have political weight after the war. 

The curtailment of civilian consumption is estimated 
to have released thus far about 250,000 workers and 
55,000 square feet of factory space. The workers released 
were about one-fifth of the total number engaged before 
concentration of industries. 

The curtailment of civilian consumption has been 
carried out in Great Britain in three stages. During the 
first one—through which we are now going in this coun- 
try—the volume of raw materials going into civilian con- 
sumption was cut and the factories simply forced to 
curtail their output. The second stage, “concentration 
of industries,” aimed at the release of workers from the 
depressed non-essential industries by concentrating the 
production in a relatively few efficient plants. 

In concentrating industries, several plans were put for- 
ward, each industry making its own selection. The 
cutlery industry was about the only one in which the 
Government had to interfere and impose a plan. The 
problem of branded articles was likewise met in a num- 
ber of ways, depending upon the industry. Where the 
brands could not be maintained, they were replaeed by 
a wartime substitute brand, representing a joint produc- 
tion of different firms. 

Altogether, some 50 different industries were affected 
by concentration. The paint and varnish industry, jute, 
laundry and other industries were added recently. The 
hosiery industry, the Government reports, had to be re- 
concentrated. The paper box and carton industry, which 
has not been able to achieve concentration, is now being 
surveyed, and so are also the brick and the soft drink 
industries. On the other hand, it was found that in the 
cotton industry the concentration had been carried too 
far. A form of concentration was also introduced in the 
packing industry. 

The majority of concentrated industries have been 
able thus far to support themselves from the profit and 
from the war production or the rental of plants. Where 
the earnings of the nucleus plant do not fully provide for 
the overhead of the closed firms because of the reduced 
output of non-essential goods, some sort of compensation 
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to the firms in financial difficulties 
is under consideration. 

The third stage of concentration 
being applied in Great Britain has 
been called “concentration of prod- 
ucts.” It aims at standardization of 
production, and thus far it has been 
most successfully applied in the tex- 
tile industry. Out of some 25,000 
firms engaged in making up clothing, 
some 2,000 firms (chieflly larger 
enterprises) have been chosen to 
produce all the “utility” clothing. 
Other consumers’ goods that are 
being standardized include jewelry, 
clocks, various domestically used 
glass products and pottery. The 
standardized utility goods are made 
in quantities sufficient to meet only 
the minimum civilian needs. The 
non-essential or non-utility goods 
have been reduced to 20 per cent in 
some cases, and in others, abolished 
altogether. Something like 30,000 
additional workers are expected to 
be released as a result of concentration on utility prod- 
ucts only. 

Between the reduction of production of non-essentials 
and the rationing which covers most foodstuffs, clothing 
and soap, the possibility of expenditures has been ma- 
terially reduced. Yet the spending power of the populace 
is probably greater than ever, as a result of longer work- 
ing hours, the elimination of unemployment and the 
adding of some 8,000,000 people to the payrolls. Between 
1938 and 1941 wages and salaries rose nearly $6,000 
million. 

Over two-thirds of this increase occurred in the in- 
comes between $500 and $4,000. According io the 
Chancellor of the Exchequer, about 85 per cent of the 
nation’s net purchasing power is now in the hands of 
those earning less than $2,000 a year. The Chancellor is 
also the source for the statement that already in the 
1941-42 fiscal year the incomes—even after deduction of 
taxes and savings—were some $2,000 million larger than 
the goods available for purchase. 

The British Government, anxious to prevent inflation, 
has relied principally on the control of prices and wages, 
increased taxation, and intensive savings campaigns for 
the control of the excess of spendable money. 

The wholesale price control has worked fairly well. 
There has been very little rise since the spring of 1941, 
when the wholesale price index had advanced about 55 
per cent from the level of September, 1939. The Govern- 
ment is currently spending about $500 million on subsi- 
dies, and it controls also, of course, transportation and 
fuel. Similarly the cost of living index has been stable 
since the winter of 1940-41, at a level about 30 per cent 
higher than before the war. Higher excise taxes and a 
heavy purchase tax were alone responsible for about a 
7 per cent rise in the cost of living. 

The main rise in wage rates, amounting to nearly 30 
per cent, occurred during the first year and a half of the 
war. Since then, wage rates have advanced about 8 per 
cent. No actual stabilization was carried out, the trade 





Severe curtailment and "nucleus plant" concentration program 

for important farm equipment industry suggests that other 

civilian industries are in line for similar restriction to save 

labor, materials, power, transport. They probably include 

textiles, apparel, beverages, cosmetics, paper, proprietary 
products, luxury foods. 


unions reserving the right to ask for wage increases when 
necessary. Nevertheless the unions have begun to realize 
that wage increases would not raise the general standard 
of living when shops were empty. Because of longer hours 
of work, the weekly earnings have increased nearly 48 
per cent, the average for the industries being 102 
shillmgs in January, 1942, as against 69 shillings in 
October, 1938. 

That the role of income taxes has not been merely to 
provide revenue but to hold down the spendable purchas- 
ing power is made obvious by the comparison of British 
and American income tax rate. The British income taxes 
in the brackets from $500 to $2,000 are about twice as 
high as those in America. Since British indirect taxes 
(sales, excise and customs) are also much heavier than 
here (in the 1941-42 fiscal year they brought in about 
42 per cent of total income as compared with 23 per cent 
in the United States) , the taxing away of spending power 
in lower income groups is much more effective in Great 
Britain than in this country. 

In higher brackets—above $10,000—the spread be- 
tween the tax burdens diminishes rapidly, and in view 
of our heavy state and local taxes, our higher income 
groups are probably taxed as heavily, if not more so, than 
similar income groups in Great Britain. As in this 
country so in Great Britain, further taxation of higher 
incomes can hardly bring any more revenue. It is said 
that there are no more than 250 incomes in Great Britain 
of $20,000 a vear or more after paying income tax plus 
surplus. 
























Absorption of Government Debt 
(All Figures in Millions) 


Calendar Years 1938 1939 1940 1941 
Great Britain: 
MIR oa oss os sess 8,280 8,720 10,890 13,670 
Debt held by: 
Bank of England....... 299 731 808 1,031 
Commercial Banks......... 1,257 1,318 1,772 2,435 
Non-banking holders... ... . 6,724 6471 8,310 10,214 
Percent of debt held by banks. 18.8 23.4 23.6 25.2 
Fiseal Years 1938-39 1939-40 1940-41 1941-42 
United States: 
a 45,890 48,496 55,332 16,991 
Debt held by: 
Federal Reserve Banks... . . 2,551 2,466 2,184 2,646 
Commercial Banks.......... 15,697 16,552 20,098 26,086 
Non-banking holders. ..... . 27,642 29,478 33,010 48,259 
Percent of debt held by banks. . 39.7 39.2 40.2 37.3 





Despite the high taxation, the campaigns for the sale 
of savings certificates and war bonds in England have 
brought in, during the first three years of the war, some 
$15,000 millions in savings, or about $300 per head of 
population. Of this amount “small savings,” the pur- 
chases of national saving certificates and of bonds 
through the Post Office and Trustee Savings Banks 
amounted to about 5°, billion dollars, or $126 per head. 
This record is much better than that of this country 
where in the sale of war bonds to individuals we are still 
a long way from the Treasury goal of $12 billion a year. 

As a result of war bond sales to individuals and to 
institutional holders, the British Treasury has relied rela- 
tively less than we on commercial banks for debt financ- 
ing. The Bank of England and the commercial banks 
held as of the end of 1941 only about 25 per cent of the 
total debt then outstanding. In this country the Federal 
Reserve Banks and the reporting banks held as much as 
37 per cent. The contrast is bound to become even more 
marked during this year. In this country the so-called 
“gap” which represents the difference between the na- 
tional expenditures and the non-inflationary sources of 
revenue (taxes and sales of bonds to individual savers) 
and most of which will have to be financed by banks, is 
expected to be well over 30 billion dollars, whereas in 
Great Britain it will be only about 2 billion dollars. 

The principal reason for the enormous size of the 
“gap,” or that part of our Government expenditures 
which must be financed by bank credit, has been, of 
course the tremendous expansion of Federal expendi- 
tures, budgeted for the current fiscal year at over 85 bil- 
lion dollars. The Government is spending some 70 per 
cent of our estimated national income produced and the 
ratio of British expenditures to the national income pro- 
duced is not much higher this year. 

In Great Britain, the meeting of the expenditures of 
about the same proportions could have been attained 
only by a severe cut in civilian consumption and by a 
considerable liquidation of domestic and foreign invest- 
ments. As a writer in the London Economist has re- 
cently estimated, about 46 per cent of the increase in 
Government expenditures in 1941 over 1939 was ac- 
counted for by liquidation of investments, about 26 per 
cent came from diminished consumption, and some 28 
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per cent from increased output. A similar calculation 
for the United States shows that some 96 per cent of the 
increase in our expenditures in 1941 over 1938 came from 
increased production and only 4 per cent from diminished 
consumption and drafts on capital. We have been able 
to finance such large proportion of the cost of the war 
from production not only because of our wealth and the 
variety of our resources, but also because to start with, 
we had a relatively larger reserve of unemployed plant 
capacity and manpower than Great Britain. The fact 
that Great Britain had to draw on her accumulated 
capital abroad to finance the war will have a far-reaching 
effect on Britain’s future trade policy, apart, of course, 
from generally impoverishing the country. 

With due respect for the differences between the 
United States and Great Britain, what lessons can then 
be drawn from Britain’s experience with a full-fledged 
war economy? Perhaps the most general observation 
that can be made from war economy developments in 
Great Britain is that we are in for far more Government 
interference in industry and in labor affairs than we have 
seen thus far. The second observation that can be made 
is that the British have been unusually successful in 
developing a war economy that seems to show an ability 
to sustain a high level of war effort for several years. 

As to manpower, the British example shows that our 
mobilization will have to be much more extensive if we 
are to make the best of our resources. That, of course, 
is being fully realized in Washington, and the recent 
move of the manpower administrator and of the economic 
stabilization director already indicate that we are mov- 
ing in the same direction as Great Britain. 

As far as the financing of the war is concerned, the 
developments in Great Britain point to the necessity of 
our financing a larger share of the cost of the war by 
reducing consumer expenditures. The need for some sort 
of consumer purchasing power rationing certainly grows 
urgent with Government expenditures running at over 
85 billion dollars during the present fiscal year. How we 
shall solve this problem, whether it will be by compulsory 
loans or forced savings proportional to income, is not 
within the scope of this article. But the danger of infla- 
tion is great and to quote the British Chancellor of the 
Exchequer, Sir Kingsley Wood, “the dangers of the future 
will not lie in the drying up of income but in the faltering 
of our resolution to restrict the spending of it.” 





Income Taxes Paid by a Married Person 
With No Dependents 


U. S. U.K. 
“Federal Income i Income Tex 
Tax Incl. Victory cuae income After Post- 
After Post-war War Credit — 








Income Left 





Income Credit (percent) inescend (percent) U.S. U.K. 
$1,000 1.5 paie's 5.0 985 950 
1.200 1.8 are 8.7 1,178 195 
1,500 32 aaa 124 1,421 1,314 
2,000 9.4 stasis 18.9 1,812 1,622 
4,000 16.7 9 30.3 3,296 2,788 
6,000 20.5 1.6 341 4614 3,954 
10,000 26.1 2.9 42.5 7,100 5,750 
100,000 69.4 6.5 83.8 24,100 16,200 
200,000 80.5 6.7 90.7 25,500 18,600 
500,000 88.1 6.8 94,7 25,500 26,500 
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ly you are an average middle-class American, you 
have a rude jolt ahead of you. You don’t know how 
tough your 1943 taxes on your 1942 income are going to 
be. Taxes next year will cost you more than rent, or 
food, or all your luxuries combined! 

Take a single man without dependents who earns 
$5,000 in 1942 and the same amount in 1943. He will be 
called upon to pay about $920 in federal income taxes on 
his 1942 income and approximately $219 as a 5% vic- 
tory tax on his 1943 income. This is a total of $1,139, 
or $95 a month. 

Now, suppose you are married and have three de- 
pendents, but you earn $7,500. Your income tax will 
be about $1,100, and your victory tax on a $7,500 salary 
next year will be $343. You will be out $1,443, or $120 
a month. 

If you earn $10,000 and have three dependents, your 
income tax will be $1,805, and your victory tax $468. 
This makes a total of $2,273, or $189 per month. 

Obviously, taxes in 1943 are not only going to be an 
item, but “the item” in the new year’s budget. What 
are you going to do about it? How are you going to pay? 
The chances are 50 to 1 that you have made very little 
provision out of this year’s income for the crisis. 

On March 15th, 1943, when you file your return, it will 
be too late to take a step which can save you $260 if 
you have a net taxable income (after exemptions) of 
$5,000, $300 if you have a net taxable income of $7,500, 
and $340 if you have a net taxable income of $10,000. 

This step is very simple. Register $1,000 of losses on 
capital assets (stocks or bonds) held for six months or 
less, or register $2,000 of net losses on capital assets held 
for more than six months. Most anyone who has dab- 
bled in stocks these last ten or dozen years can dig up 
some unregistered losses. Go to your stockbroker and 
have him register your loss for you in the market. But 
do it before December 31st, 1942. 

Perhaps you have part long-term (over six months) 
and part short-term losses. You are permitted to com- 
bine them. They are figured in your income tax return 
at 50% of your long-term gains or losses and at 100% 
of your short-term gains or losses. 

If you own enough securities to justify your subscrip- 
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tion to this publication, and no doubt you do, the chances 
are that you have some investment skeletons in the 
closet which you long have regarded as liabilities. Here 
is an opportunity to make them assets. For instance, 
suppose you have 100 shares of Columbia Gas & Electric 
common that cost you $25 a share some years ago; you 
sell them at $2 a share, the going price, and register a 
capital loss of $2,300. Since this is a long-term loss, it 
goes into your income account at $1,150. The excess 
loss of $150 can be carried forward to next year. Thus, 
if you save $300 on your income tax, as you might if 
you were in the right bracket, the Columbia Gas & 
Electric common really is worth $5 a share to you in- 
stead of 82—and the chances are that you would sell 
it anyway if you could get $5 for it. 

In the accompanying box we list a considerable num- 
ber of issues, most of them decidedly uninteresting to 
hold as speculations, in which almost every holder has 
a capital loss. Look them over and see what ones 
you can sell to best tax advantage. 


Take Your Losses Now! 


Last December was the Pearl Harbor month. The 
market fell out of bed, and many people sold so many 
stocks that they accumulated a capital loss too large to 
exhaust in their March 15, 1942 income tax return. If 
this carry-over loss is “short-term,” which last year 
meant a loss on securities held less than 18 months, it 
can be used in the 1943 return provided it is employed 
to cut down this year’s short-term (less than six months 
holdings) capital profits. If it is not used this year, 
it is forever lost as a credit. The first thing to do, there- 
fore, is to determine whether you have any short-term 
loss carryover from the most recent return. If you have 
been trading at all since last April, you no doubt have 
some short:term profits, either taken or registerable. 
Unless the market turns down before the end of the 
year in a brisk recession, short-term losses will be rather 
hard to find. 

If you have any short-term losses, however, you 
should register them anyway—as they are worth just 
twice as much to offset against profits as are long-term 
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losses. Furthermore, both long-term and_ short-term 
losses, under the new law can be carried forward for 
five years. Thus a $5,000 short-term loss or a $10,000 
long term loss would be good for a $1,000 a year deduc- 
tion in taxable income in each one of the years 1943, 1944, 
1945, 1946 and 1947, although it were registered in 1942, 
unless, of course, Congress later repeals this privilege. 

So much for the manner in which capital losses may 

be used to reduce tax liabilities incurred from the receipt 
' of wage, salary, dividend, interest or other so-called 
“recurrent” income. Let us now consider some things 
that may be done with capital losses to reduce net tax- 
able capital gains. 

The first thing to know about capital gains is that 
net short-term gains (net gains on the sale of assets 
held six months or less) go into the income tax return 
at 100% face value. Such gains are combined with the 
taxpayer’s other income and taxed at the full normal 
and surtax rates. 

The second thing to know is that long term capital 
gains (net gains on the sale of assets held more than 
six months) go into the income tax return at 50% of 
their face value, and that the rate of tax on them is 
either 50% (actually 25%, since only one-half of the 
gain is taxed at 50%, or the regular normal and surtax 
rate arrived at by combining such gains with other in- 
come—whichever is lower. 

The third thing on which the taxpayer should be in- 
formed is that net short-term losses may be deducted at 
100% of their face value from net long-term gains at 
50% of their face value in arriving at taxable long-term 
gains. A net short term loss, therefore, is worth twice 
as much to the taxpayer in his income tax return as a 
long-term loss. Moreover, long-term losses may be de- 
ducted from short-term gains in arriving at the net 
short-term gain, but they can be deducted only at 50% 
of their face value. 

The primary object with respect to the deductibility 
of capital losses is directed toward enlarging the ability 
to offset any type of capital loss against any type of 
capital gain, for both current and succeeding years, 
while limiting the deductibility of capital losses from or- 
dinary income. This is a definite step in the direction 
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Suggested Substitutes for Less Desir- 
able Low-Priced Stocks 
(Substitutes for Stocks Sold for Tax Purposes) 
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Indicated Indicated 
1942 1942 


Recent 1937 
Price Dividend Earnings High 

Allied Stores......... 6 $0.60 $1.75 21% 
Amer. Radiator &S.S... 6 0.30 0.45 29% 
Canadian Pacific. ..... 7 (a) 2.40 17% 
Cuban Amer. Sugar... . 8 1,00(b) 3.00 2414 
Ss iat oh 9 1.00 4.50 (c) 
eee 8 0.25 1.75 171% 
Gillette Safety Razor. . 5 0.15 0.40 205/2 

= Hecker Products...... 614 (d) 0.40 15% 

F Homestake Mining... . 27 (d) (e) 53% 

= International Paper... . 9 (a) 1.50 19%, 

= a. Al eee 10 1.20(b) 2.00(F) 14% 

= Libby, McNeill & Lib.. 5 0.45 0.75 15% 

= _ National Gypsum..... 5 None 0.40 18%, 

= —_— Niagara Hudson Pwr... 1% None 0.40 181% 

= DOME. oics 6 bie veces 4 None 0.15 9% 
| eae 4% 0.20(b) 0.35 12%, 
Roan Antelope....... 51% (g) 0.30 28% 
Socony-Vacuum Oil... 914 0.50 0.80 23% 
Standard Brands....... 4 (d) 0.40 161%, 
United Gas Impr...... 4 0.40 0.55 17 

= (a) No recent payments, but distributions soon regarded as possi- 
ble. yo Estimate for next 12 months. (c) Present stock not 

= traded. (d) Dividend omitted after early 1942 payments. (e) 

= Mine is now closed on W. P. B. order so 1942 earnings of around 

= $3.00 a share are without meaning. (f) For year to end in June, 

= 1943. (g) No estimate practical. 
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of the British system which practically eliminates capital 
transactions in the computation of income tax. 

It is necessary for each investor to study his position 
carefully. No hard and fast rule may be set down to 
indicate where it is to the advantage of the taxpayer 
to pay the full normal and surtax rates on his capital 
gains, or to employ the alternative method of figuring 
the tax on 50% of the allowable amount, which in effect 
is 25% of their full face value. It is necessary for each 
taxpayer to make two computations and determine 
which method is to his advantage. 

But the average investor still can do many things to 
reduce his net taxable gains. After years of declining 
equity prices, he has plenty of capital losses—especially 
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long-term losses. The chances are that all of his utilities, 
and most of his rails, cost him more than the current 
market. Moreover, he probably has some 1929 and 
1937 purchases left; and only in the most unusual case 
will he have a profit in these. 

In addition, he probably has some issues like Common- 
wealth & Southern common, United Corporation com- 
mon, New York, New Haven & Hartford common, St. 
Louis-San Francisco common and Electric Bond & Share 
which are largely salvage problems—worth very little 
if anything to keep but possibly worth a great deal as 
instruments to reduce capital gains. 

If he looks over his “war” stocks that he bought in 
the enthusiasm of 1939, he may also discover some 
losses worth taking. Certainly the war shares look 
worse as the war looks better, and perhaps the war 
won't last forever after all. Likewise, he will find cer- 
tain peace shares, like Commercial Credit, Commercial 
Investment Trust, United Fruit and Libby-Owens-Ford 
which in all likelihood went into the portfolio years 
ago at very much higher prices. 

But what good will registration of all these losses do, 
if there are no profits to match against them? In the 
first place, there probably are profits to match against 
them-profits in defaulted rails and in issues bought at 
fortuitious times in the past. Such profits can be taken, 
and should be taken. The stocks sold at a profit can 
be replaced immediately—the same day and the same 
issues. Their cost price will be marked up to reduce 
capital gains at some future time when it may seem 
desirable to dispose of them. 

Even if there are no profits to set off against losses, 
it still may be a good idea to take the losses. As we 
have seen already, the loss may be carried forward five 
years. It may be deducted at the rate of $1,000 per 
annum against regular income, or at any desired rate 
against the capital gains of future years. It goes without 
saying that tax rates will continue to be high, and the 
$1,000 deduction will come in handy for the next five 
years at least. Moreover, if the economists of the world 
are right, this war means some type of inflation—and 
inflation means that capital gains (on paper) are almost 
sure to accrue to most investors. The losses are here 
this year to be registered against future capital gains— 
and next year and the following year the losses may 
have turned to profits. Gather ye losses while ye may— 
they will look well in our vase of tax credits when in- 
flation of values really gets underway. 

It is my opinion that investors this year should build 
up the biggest possible loss credits against future capital 
gains which I am confident are on the way. If you do 
not have accumulated capital losses to set off against 
future capital gains, your trading mobility will be greatly 
reduced; and trading mobility may be one of the best 
hedges against inflation. Many people in future years 
are going to be deterred from taking profits because of 
the taxes they would have to pay on profits accrued. 

It may be objected that a policy like that outlined 
may result in losing good investment positions. Not 
necessarily. In the first place, where profits are taken, 
the same stock may be repurchased the same day, and 
probably at the same price. Secondly, where a loss is 
taken the investor may immediately repurchase a se- 
curity of the same general type; thus you sell Chrysler 
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= Most Owners of These Stocks Have 
es — 
Losses Which Could Be Registered 
= Recent High High High 
= Price 1941 1940 1937 
: Alaska Juneau........... 2 5 i 15% 
Allegheny Corpy......... Ye A 11% 2 
Allis-Chalmers......... ; 27 37 My 831, 
American Bank Note..... 3 9% 12% MA, 
Amer. Power & Lightit. .. % 3% 5% 161% 
= American Water Works... . 35% 1% 12% 2914 
= American Tobacco "B”.... 45 1414 91%, 99% 
2 American Woolent....... 43 85 12 14% 
Boeing Airplane......... 171% 2434 2834 493, 
Certainteed Products... ... 252 53% 834 235% 
= CRO Gu sos coc cctc: 11% 3 65% 15% 
: Columbia Gas & Elec... . 2%, 4% Ti 20% 
= Commonwealth & South t. . % %, 1% 4‘ 
= Curtis Publishingt......... 12 1% 42 205% 
: Electric Bond & Share... . . 2% 4, 8%, 2814 
Electric Power & Light} i... 1% 2, 8% 2654 
General Printing Ink...... . 3% Ti, 10 20 
Homestake Mining. ...... 27 5234 6014 53% 
Illinois Central. .......... 9 1014 13% 38 > 
Macy, Rolle iis ccce cscs. 20 29% 31 581%, = 
National Lead........... 14 1914 221, 44 = 
National Power & Light... 2% 754 8% 14% 3 
N. Y., Chic. & St. Louist.. 14 18%, 21% 72 = 
N. Y., N. Haven & Hart*.. Ye % Ye 9% = 
Niagara Hudson......... 1% 314 6% 18% = 
Pacific Tin Cons.......... 3 4 % 233%, = 
Packard Motor Car....... 2% 3% 4, 12% : 
Penn Dixie Cement{...... 1% 31% 4 1214 = 
Pittsburgh Coal........... 3% Ty Th 1814 
2 ee eee 4% 4% 1% 12% = 
Remington Rand.......... 10 10% 9% 2614 = 
St. Louis-San Francisco”. . . % % ¥% 111% = 
Seaboard Air Line*...... % ¥% +) 2% = 
Silver King Coalition... .. 25 5 652 17% = 
Gata Ok aos cic ceccns 3 6% 111% 283, = 
Standard Brands.......... 4 6% 1% 1614 E 
Sunshine Mining......... 4 9 10% 22%, : 
United Comet... .. 222055 ¥ 11, 2% 812 
ee ECET ee Vy 2, 1% 19% = 
White Rock.............. 4%, 8%, 115% 18% = 
* Probably worthless in reorganization. { Equity in dissolution = 
probably would be very small. {t Huge back dividend accumula- = 
tion on preferred stock. 
HUAUSUUQAUUNSASUUUAUUONNOUUUULLUGGNQNQUUUOENGLALUUUOENEAY MT 








and buy General Motors, sell Deere & Co. and buy 
International Harvester, sell Frisco 444s, 1978 and buy 
Frisco prior lien 4s, sell Commercial Credit and buy 
Commercial Investment Trust, sell Beneficial Industrial 
Loan and buy Household Finance, sell Southern Pacific 
and buy Southern Railway, ete. Thirdly, in any event 
you can buy back a security sold at a loss after 30 days 
have elapsed; and in most years stocks sold in late 
November can be bought back cheaper in December 
because of the late tax selling pressure. And finally, it 
probably would be a good thing for most portfolios to be 
“stirred up” and re-examined anyway; there has been 
altogether too much static in the habits of common 
stock investors in recent years, and in many cases it 
has been expensive. Why not have your portfolio re- 
viewed? Especially if you have not consulted an in- 
vestment specialist recently. The chances are that your 
tax problems can be solved, and your investment and 
speculative position can be improved, in one and the 
same operation. 

This article is supplemented by two tables. One of 
them points out a list of stocks, one or more of which 
will be found in a great many portfolios, which are held. 
for the most part, by people who have long-term capital 
losses in them. The other (Please turn to page 195) 
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Regardless of the general dividend trend, some companies 


are distributing more than last year and certain others 


appear to be in position now to increase their payments. 


Stocks in Line For 
Higher Dividends 


BY OWEN ELY 


Mos: industrial corporations have followed a very 
conservative dividend policy this year due to uncer- 
tainties over tax legislation and the war. The final tax 
bill proved a substantial improvement (from the cor- 
porate viewpoint) over the original proposals. While 
the excess profits tax was fixed at 90%, even this figure 
was below the previously mentioned 94% level, and 
there were various offsetting factors. 

While accounting practice had varied considerably 
this year, many companies had been accruing Federal 
taxes at the proposed House rates. When the Senate 
bill was passed, with its more lenient provisions, these 
companies were able to readjust third quarter earnings 
to the lower basis, and make a similar adjustment for 
the previous six months’ figures. Hence while there is 
no assurance that all companies have made this adjust- 
ment, it is obvious that many have done so judging from 
the accompanying figures compiled by the National 
City Bank. 


Net Income Arrer Taxes or 225 LEApING 
INDUSTRIAL CORPORATIONS 
(In Millions of Dollars) 


1941 1942 
First Quarter $309 $203 
Second Quarter 290 181 
Third Quarter ... 292 224 
Fourth Quarter _.. .. 295 


Public utility earnings will decline this year, but 
the amount of the decrease will probably be only about 
half what it would have been if the House Bill had been 
enacted. The railroads are also benefited, but in their 
case the new taxes had been much less serious than for 
industrials and utilities, because of their huge property 
investment accounts as compared with earnings, the 
possibilities for taking losses on miscellaneous invest- 
ments, rails torn up for scrap, etc. 

There has not yet been a general upward adjustment 
of dividend payments corresponding to the new tax law. 
It seems likely, however, that some fourth quarter dec- 
larations may be somewhat larger, while for other 
stockholders year-end extras may be forthcoming. In 





166 


still other cases regular payments in 1943 may be in- 
creased. 

Some industrial companies have begun the practice 
of setting aside “contingency reserves” before reporting 
available net income for stockholders. This practice 
would probably have been increasingly adopted at this 
year-end had it not been for the recently enacted 10% 
post-war refund on excess profits taxes. This item in 
many cases is a very substantial figure per share. 
amounting in many cases to one-third or more of the 
estimated current earnings. Hence it is likely that many 
companies will either consider this refund as a “contin- 
gency reserve,” or will decrease the amount of the re- 
serve which would otherwise have been set aside out of 
1942 equity earnings. 

The accompanying table lists a number of industrial. 
railroad and utility common stocks for which more 
generous dividend treatment might reasonably be an- 
ticipated, considering the estimated 1942 earnings. Of 
course it is difficult to forecast larger dividends in each 
case because of differences in financial policy, varying 
needs for increased working capital to handle war orders. 
fears of further increases in tax next year, etc. How- 
ever, it seems likely that many companies will now 
take a more liberal view for the following reasons: 

(1) Senator George’s views on corporate taxation 
prevailed over Secretary Morganthau’s in the recent 
tax law, and he is known to favor trying other forms 
of taxation such as the sales tax, before corporation 
burdens are further increased. (2) No further corpora- 
tion tax legislation appears likely to be considered before 
next March, and probably would not be enacted before 
next summer or fall. (3) The $25,000 salary limit 
imposed by the Administration will mean that many 
corporation executives may find themselves short of 
cash to pay taxes on 1942 income, as well as for other 
outlays, and since many of them are large stockholders 
in their own companies more liberal dividends might be 
paid as a partial offset to reduced salaries. (4) Many 
large companies this year have been in a state of flux, 
due to change-over from peace to war products, heavy 
construction programs, inventory problems, etc., but 
next year may be better able to “budget” their esti- 
mated earnings and dividends. ' (5) The recent Repub- 
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lican victories may prove reassuring (psychologically 
or otherwise) to some corporation managements who 
may have been fearful of still heavier tax inroads, etc. 

Regarding railroad dividends, current earnings are 
obviously so abnormal as compared with the probable 
post war level that managements are following an ultra- 
conservative policy. Nevertheless, Erie made two fifty 
cent declarations on its new common stock, and New 
York Central and Southern Pacific have recently ordered 
payments of $1.00 out of this year’s large share earnings. 
It is possible that other roads such as Illinois Central 
and Chicago & Eastern Illinois (A stock) may follow 
suit. Also roads like Nickel Plate and Pere Marquette 
might make some move toward taking care of the large 
preferred dividend arrears. Railroads like Chicago & 
North Western, whose reorganization plans are now well 
advanced toward completion, are expected to pay off 
preferred dividend arrears which have accrued under 
their plans, promptly on completion of reorganization, 
and some disbursements on common stock might also 
be made (some of these stocks are traded “when issued” 
over the counter). Atlantic Coast Line which paid $1.00 
last year has declared a $2 dividend, payable late in 
December. Pennsylvania Railroad, which has paid 
dividends for some 90 years, gave stockholders $2.50 
this year, a modest increase over last year’s $2.00. 

One reason why the Railroads may be less generous 
to the stockholders than the industrial companies is that 
many of them can now profitably use spare cash to buy 
in their own bonds at low market prices, thus bolstering 
their post-war financial condition. In some cases they 
will probably prefer to buy in bonds maturing within the 
next ten years, even though they will have to pay much 
more for these issues than for the junior bonds which 
in many cases have long maturities. Some border-line 
roads have been busy this year cleaning up loans ob- 
tained from the RFC and the banks during the lean 
1930’s. Next year, especially if the war does not show 
signs of an early termination, the railroads may show a 
more generous attitude towards their long-suffering 
stockholders. 

The utility companies as a class have been paying out 
a substantial part of their earnings to common stock- 
holders ( except in the case of certain holding companies 
which are formulating dissolution plans. The Senate 
Tax Bill was a distinct relief to most utility companies, 
but only a few of them appear likely to consider any 
immediate readjustment in their dividend rates, Public 
Service of New Jersey will pay $0.25 on Dec. 21, as 
against a previous $0.20 dividend. 

Among the industrial stocks the aviation group seems 
to be in a promising position, although the companies’ 
needs for working capital to handle huge Government 
orders may prevent the large disbursements which would 
otherwise be warranted by earnings. 

The same comment would apply to the auto accessory 
issues, which are so largely engaged in auxiliary aviation 
work, though in their case cash needs might be less 
pressing. 

Clark Equipment stands out in the list as a candidate 
for higher dividends due to the large estimated share 
earnings. The company this year introduced its new 
“Utiititruck,” which is capable of handling loads up to 
314 tons and placing them in piles 15 feet high or more, 
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Candidates for Larger Distributions 


Uitv. 
Recent Approx. 1941 Est. Div. Paid 
Pri 1942 R Share 1942 Paid or Deel. 
About High ‘le fern, Earn. 1941 1942° 


Industrials 

ee ne 16 21 13 $5.65 $5.50 ne 
Grumman.......... 12 15 9 2.10 2.40 1.50 73 
Lockheed.......... 17 25 15 6.89 7.50 2.00 2.00 
2 Spee 26 31 22 4.11 2.90 2.00 15 
Borg Wamer........ 26 28 20 3.20 3.50 2.00 1.60 
Clark Equipment..... 37 39 28 8.67 11.35 3.25 3.00 
Cleveland Graphite.. 29 29 22 4.28 3.25 2.00 1.00 
Doehler Die Casting.. 23 25 17 4.37 4,00 1.000) 2.00 
Electric Auto-Lite... 30 30 21 4.90 3.00 3.00 1.75 
White Motors....... 14 16 12 4.41 4.10 1.25 15 
Johns-Manville..... . 65 68 51 6.66 4.50 3.00 2.25 
Yale & Towne....... 22 24 15 3.43 2.40 1.00 13 
Owens-Ill. Glass..... 51 54 43 2.71 3.05 2.50 2.00 
Square “D"........ 35 38 28 7.14 5.80 3.00 2.00 
Bigelow Sanford..... 27 28 19 6.01 3.50 4.00 2.00 
Deere & Co......... 23 24 19 4.03 3.15 2.00 1.35 
Babeock & Wilcox... 21 29 18 6.33 4.15 2.50 1,00 
Chic. Pneu. Tool.... 16 18 12 6.15 6.00 1.50 2.00 
Fairbanks Morse... . . 34 37 28 4.87 5.70 2.50 2.00 
Hercules Motors.... 15 15 10 3.03 5.00 1.25 .15 
National Acme... .. 18 20 14 6.29 7.00 2.00 1.50 ° 
Niles Bement Pond.. 10 14 8 3.65. . 4.25 1.25 13 
National Dairy... ... 15 16 13 1.97 1.80 80 .80 
Anaconda Wire... .. 29 30 25 5.94 7.50 2.50 1.25 
Anaconda Copper... 26 29 23 5.01 4.70 2.50 1.50 
Climax Molybdenum. 40 44 32 3.55 4.50 3.20 1.90 
Loew's, inc......... 44 46 37 6.15 7.10 3.00 1.50 
Pie Ce ce ccesice 11 11 7 2.86 2.00 50 50 
Lily-Tulip Cup...... 24 24 17 4.33 3.00 1,50 1.50 
Gen'l Amer. Trans... 38 47 35 3.75 2.56 3.00 1.00 
U. S, Freight........ 10 12 6 2.70 3.00 1.00 donae 
Railroads 

Southern Pacific... . . 15 18 10 9.21 18.70 Walaa 1.00 
Great Northern...... 22 26 20 6.72 10.50 2.00 2.00 
Reading............ 15 16 12 4.67 7.45 1,00 1.00 
Union Pacific....... 81 85 64 11.19 20.40 6.00 6.00 
Ms ee dvcceuns ee 9 10 5 2.99 4.45 ees 1.00 
New York Central... 12 13 7 4.07 6.60 aaa 1.00 
Utilities 

Pub. Service Ind..... 13 13 10 1.95 2.35 .25 1.00 
N. ¥Y. City Omnibus.. 14 16 10 2.74 3.00 2.25 1.50 


* To November 23, 1942. (a) Plus stock dividend. 





which has undoubtedly proved popular for military use. 
The cash position on June 30, 1942, was hardly strong 
enough to encourage hopes of any immediate large extras, 
but an increase in the regular disbursements next year 
would seem a reasonable prospect. 

The truck stocks appear to have interesting dividend 
possibilities. Mack’s payment of $3 through Dec. 11, 1942, 
is exactly the same as dividends paid for the full year 
1941. White Motors has paid only 75 cents out of earn- 
ings estimated at around $4.10; the company’s cash posi- 
tion as of June 30 appeared comfortable, the current 
ratio being about 2 to 1. Bank loans which the year 
previous amounted to $1,500,000 have been paid off. The 
tax reserve, which amounted to $9,566,271 compared 
with $1,788,258 a year previous, can perhaps be lowered 
as a result of readjustments in the final tax bill. 

The truck stocks would seem to be in somewhat 
stronger position than other “war babies” since there 
should be some immediate post-war demand for trucks 
for industrial replacements. 

Another outstanding stock which appears eligible for 
higher dividends is Square D, which has paid out only 
about one-third of this year’s (Please turn to page 192) 
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BY J.S. WILLIAMS 
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Savage Arms Corp. 


Holders of the common shares of Savage Arms Corp. 
have shown concern over the unsatisfactory market per- 
formance of this stock. It is now only 114 points above 
the low of 914 for 1942, and 834 points below the high 
of 19%. This is disturbing to stockholders who saw the 
stock at 23 last year. 

Savage Arms is one of the largest domestic manufac- 
turers of rifles, pistols and shotguns sold under the names 
Savage and Stevens. Ordinarily their products are sold 
to farmers and sportsmen. Today their output is almost 
entirely devoted to Government arms work. Under 
arrangement with Auto-Ordnance Corp. they also make 
parts for “Tommy” guns. That part of their peace-time 
business devoted to refrigerators, washing machines and 
kindred products has become a war casualty. 

The company’s plant expansion has increased produc- 
tion, thereby offsetting higher wages and materials costs. 
Near capacity operations are assured for the duration. 
After that the company faces a difficult post-war period 
of readjustment. 

The first nine months of 1942 witnessed an earnings 
decline to $1.94 per share as compared with $3.60 in the 
same months of 1941. This was a sharp reversal of the 
income betterment seen last year when $5.11 a share was 
reported as against $1.53 in 1940. Restraining influences 
are threefold: (1) the heavy tax burden falling on the 
company which accounts for shrinking earnings, (2) the 
public lack of interest in issues which are almost solely 
“war babies” with a poor post-war outlook, (3) the 4- 
for-1 split in the stock in May, 1941, which caused an 
increase in the supply of this speculative stock without a 
compensating increase in the demand for it. 

There is no funded debt and no preferred stock ahead 
of the 670,860 shares of $5 par common stock. Working 
capital is adequate. Current assets are 1.2 times current 
liabilities. Thus far this year $1.50 has been paid in 
dividends. This compares with $3.3114 per share dis- 
tributed in 1941. 

Conclusion: In our estimation the stock warrants re- 
tention for the intermediate term as a speculation since 
because of recent selling of war stock it is somewhat 


undervalued at current price of 1034. On any worth- 
while improvement, sale is suggested. Certainly it faces 
an unfavorable future after the war. 


A. Hollander & Son 


Holders of the common stock of A. Hollander & Son 
were disturbed at the statement by Fowler V. Harper, 
deputy chairman of the War Manpower Commission, 
that the commission will deliberately raid the luxury 
industries first and so the fur industry faces a gradual 
suspension of its activities. In his address, Mr. Harper 
said: “Fur coats for women are luxuries. Before this war 
is over American women will have to do without new fur 
coats. There is not enough manpower available to con- 
tinue the fur coat industry as usual.” 

A. Hollander & Son is the world’s largest organization 
for curing, dressing and dyeing fur skins. Business is 
conducted on a consignment basis with charges varying 
with the types of fur treated. A subsidiary, the Hol- 
landerizing Corp., cleans and renovates furs. The com- 
pany’s non-consolidated French subsidiary was seized by 
the Germans in 1941. However, this subsidiary has been 
only a nominal profit producer. Investments in and ad- 
vances to this subsidiary amounted to $375,270 and these 
were charged off against 1941 profits, thereby cutting 
them well under 1940. 

The company’s earnings record has been erratic, with 
$.87 per share reported in 1941 as compared with $2.10 
in 1940 and a loss of $1.17 in 1939. In the first half of 
1942 income was $1.13 per share contrasted with $1.37 
for the same months of 1941. Earnings this year will be 
improved by the fact that no special charge-offs will be 
necessary. 

Dividend action has also been quite spotty with $1.25 
per share paid in 1941, nothing at all paid in the three 
previous years, and $1 paid in 1937. Thus far $.75 per 
share has been paid in 1942. Another $.25 may be paid 
but this is not certain in view of the outlook. 

For the immediate future consumer buying power is 
high. With automobiles and many other consumer goods 
restricted, fur coat sales have been soaring. Fur supplies 
are believed to be sufficient for the 1942-43 season but 
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heavy purchasing will leave little for next season when 
labor shortage will curtail supply if Mr. Harper’s asser- 
tions can be considered prophetic. 

The financial position ‘of the company is adequate 
with no funded debt or preferred stock ahead of the 
209,700 shares of common stock. Current assets are 6.6 
times current liabilities. 

Conclusion: The stock has not participated in the mar- 
ket rise since April. Its low is 6, its high 67% for 1942. 
Currently priced at 614 we believe that the issue is likely 
to remain a laggard. Manpower mobilization is a very 
real problem for the company and we advocate a transfer 
of capital to one of the low priced stocks recommended in 
the pages of THe MaGazine or WALL STREET. 


Chicago & Eastern Illinois Railway Income 5's 1997 


Premature peace optimism has caused concern to in- 
vestors in railroad securities who have seen their holdings 
decline moderately in recent markets. The action of 
Chicago & Eastern Illinois non-cumulative income 5’s 
1997 has not been satisfactory to some holders. Now 
that the bond is 21% points below the high of 3434 they 
are asking whether to sell in order to avoid future de- 
preciation—keeping in mind the 1942 low of 2114. 

The territory served by C. & E. I. has undergone a 
conversion from automobile production to armament and 
defense output. For a while income gains were retarded 
but now that this conversion is virtually completed the 
company’s earnings are going ahead strongly. For the 
nine months ended Sept. 30, 1942, interest charges 
were earned 4.89 times as against 3.30 times in the same 
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months of 1941. In the past year charges were earned 
3.16 times compared to 1.94 times in 1940 and 0.51 times 
in 1939. This powerful gain in earnings is attributable 
to war activities and peaee will cause a readjustment. 

However, it is too early to expect peace, in our estima- 
tion, and this carrier should continue to enjoy a strong 
income for the duration. Last April the full 5% interest 
was paid and there is no reason to believe that this will 
not be repeated next April. In 1941 the company retired 
$918,000 of these bonds through sinking fund operations. 
The $14.4 millions now outstanding are subject to only 
$11 million first 4’s held by the R F C in claim upon the 
925 miles of road operated. These lines run southward 
from Chicago spreading out into three spurs into Indiana, 
Illinois and Missouri—areas where war plants have been 
heavily built. 

Conclusion: These income bonds are good for moderate 
term retention. In anticipation of the 5% interest pay- 
ment which is made in one lump sum im April, we expect 
that early next year the bond will advance and may ex- 
ceed this year’s high of 3434. In our estimation it will 
be a wise policy to accept profits in the bond before the 
interest payment is made because this bond and other 
income bonds frequently decline by a good deal more 
than the interest payment after it has been made. In- 
vestors sell rather than hold for a full year before getting 
another interest payment. Repurchase at lower levels 
may be justified later but this will depend upon war- 
peace developments. In advocating this policy we are 
mindful of the new Capital Gains Tax which rules 100 
per cent of income taxable, but only 50 per cent of profits 
taxable if the issue has been retained over six months. 
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DAIRY 
INDUSTRY 


BY GEORGE W. MATHIS 


: world war in which we are 
engaged is becoming more and 
more a personal matter for every 
man, woman and child in the 
United States. Millions of Amer- 
icans whe never before paid a per- 
sonal income tax will do so for the 
first time in 1943, while super- 
imposed upon the annual tax pay- 
ments will be the “Victory” levy, 
deducted directly from the salaries 
of the great majority of wage- 
earners. 

Scarcities of goods of many types, 
including those in the food lines, have occurred, and 
these are destined to be extended in the months ahead, 
as the need of our vast and growing fighting forces com- 
pel diversion from the ordinary consuming channels. 

Of current concern are the prospective shortages of 
dairy products. These are viewed with such seriousness 
by Washington officials that some form of rationing of 
civilian consumption of cheese, butter and milk, as well 
as decreased manufacture of ice cream, may be deter- 
mined early in the new year, if not before. Moreover, 
it is reported that the Office of Price Administration may 
be requested by the food requirements committee of the 
War Production Board to elevate dairy products ceiling 
prices in some instances in order to aid dairymen and 
processors in defraying the advancing costs of production. 

Secretary of Agriculture Wickard last week expressed 
the opinion that American farmers would encounter seri- 
ous difficulty in providing for all 1943 demands. More- 
over, serious shortages of labor, equipment and trans- 
portation facilities were also anticipated. Requirements 
of the American fighting forces, and of the United 
Nations to which “lend-lease” food products are being 
transported, are expected to be approximately two-and- 
one-half times larger in 1943 than they were this year. 
Because of the meat shortage, civilian sales of dairy 
products had also expanded considerably, it was added. 

Impending rationing of coffee is also expected to create 
larger demands for milk as a beverage and, in this con- 
nection, Mr. Wickard was quoted as estimating that 1943 
milk production might fall short of requirements by 20 
billion pounds. 
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Changing Status of the 





Prospective rationing finds expression in a program 
submitted by the Secretary which contains these pro- 
visions: rationing of fluid milk in some cities in order to 
assure ample supplies for children, invalids, and others 
to whom milk is indispensable; rationing of cheese, as 
well as meats, possibly cutting civilian supplies of cheese 
by about 40 per cent; limitation of distribution of butter 
until rationing plans can be completed; limitation of ice 
cream manufacture to about 75 per cent of 1942 output; 
and revision of price ceilings to permit of advances in 
prices of cheese, and possibly in butter and evaporated 
milk prices. Effectuation of this program would, accord- 
ing to Washington officials, cut 1943 civilian consump- 
tion of butter by 18 per cent, and evaporated and con- 
densed milk by 21 per cent, while overall civilian con- 
sumption of dairy products might be curtailed by about 
121% per cent during 1943. 

The combination of enormous purchases by the Fed- 
eral Government and of materially augmented civilian 
sales this year has furnished the daily products organiza- 
tions with the largest volume of business in their his- 
tories. The Department of Agriculture had set a goal 
for milk production this year of 8 per cent above the 
record 1941 output. Such increased supply was necessary 
to provide for an increase of 24 per cent in domestic 
cheese production, 11 per cent in evaporated milk, and 
37 per cent in dried skimmed milk. 

Encouraged by the prospects for liberal profits, many 
companies were induced to begin the manufacture of 
cheese—some estimates placing the number of new- 
comers in this field as high as 160. Subsequently, Gov- 
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ernment officials decided that the huge cheese shipments 
were absorbing too large a proportion of shipping space, 
later switching to powdered milk because of the smaller 
amount of cargo space required for an equivalent ship- 
ment. As a result of the altered Government buying 
policy, about 130 of these smaller concerns discontinued 
operations. This change in Government policy has had 
but little effect upon the larger dairy organizations be- 
cause of their wide diversification of operations. 

Milk production through the ten months ended with 
October, 1942, is estimated at about 5 per cent over that 
of the same period a year earlier, but has still been in- 
sufficient to provide for civilian, military and lease-lend 
reqiurements. Production for the full year will surpass 
the 1941 total of 119,480,000,000 pounds by 7 billion 
pounds, it is estimated, but shipments abroad, as well as 
for the fighitng forces, will exceed 17 billion pounds. 

Output of butter is currently running about 1 per cent 
under that of a year ago. Moreover, supplies are being 
rapidly depleted, as the result of heavy military and 
lend-lease sales, while the attractive live-stock prices and 
the scarcity of farm labor are also factors which make 
for a potential butter shortage in coming months. Stor- 
age stocks of creamery butter, as of October 1, 1942, 
totaled 125,994,000 pounds, of which Government hold- 
ings accounted for 450,000 pounds. One year earlier, 
butter stocks amounted to 202,957,000 pounds. 

Meanwhile, 40% of butter stocks in 35 principal mar- 
keting centers have been temporarily frozen by a WPB 
order to insure adequate supplies for the armed forces. 

Largest among the dairy products organizations is 
National Dairy Products Corp., with total assets of over 
$231,000,000 at the end of 1941. In sales of cheese and 
ice cream, it leads all competitors, while in the distribu- 
tion of fluid milk and cream its only close rival is Borden 
Co. Of 1941 sales, fluid milk and cream provided 31 per 
cent; ice cream, 14 per cent; butter, 11 per cent; and 
miscellaneous products, 21 per 





debt amounted to $66,450,000, of which the 344 per cent 
debentures, due June 1, 1960, comprised $54,450,000. 
Capital stock consisted of 6,255,247 shares of no-par com- 
mon stock. Earned surplus was stated at $55,857,000. 

Earnings of National Dairy over the past decade have 
been fairly constant. Profits last year were equal to 
$1.97 per share, compared with $1.66 in 1940. Although 
sales for the first half of 1942 were 32 per cent over those 
for the similar months of 1941, Federal tax allowances 
were more than doubled, as a result of which net income 
declined moderately to $0.87 per share from $0.90 per 
share in the first half of 1941. Dividends, which have 
been paid in every year since 1924, amount to $0.80 per 
share through Dec. 18, 1942, compared with $0.80 paid in 
each of the calendar years 1939, 1940 and 1941. 

The company reports considerable progress in the sale 
of casein fiber produced by its Aralac, Inc., division. 
Casein is the chief protein of milk, occurring in cow’s 
milk to the extent of about 3 per cent. Casein is widely 
used in the manufacture of plastics (mostly buttons) as 
well as a paper coating to bind the clay or other pigment 
in the surface of the paper. Such paper is used especially 
for half-tone illustration and color printing, although 
many of the better books and magazines use such paper 
entirely. 

In commenting on its own casein activities, the com- 
pany’s annual statement observes that the “great ma- 
jority of fur-felt hats made in America today contains 
some proportion of ‘Aralac’ fiber. We are also meeting 
with considerable success in extending the use of ‘Aralac’ 
into other textile fields, such as dress goods, sport apparel 
and suitings. The ‘Aralac’ plant at Taftville, Conn., is 
now producing fiber at the rate of approximately five 
million pounds annually.” 

With heavy purchases of the company’s output by the 
Government for export continuing, sales gains in the near 
future over preceding comparable periods are expected 





cent. Sales of milk and cream 
are conducted principally in the 





eastern, middle western and 
southern sections of the coun- 
try, and the larger proportion 
of ice cream is marketed east of 
the Mississsppi River. The 
company’s principal foreign 
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subsidiaries are located in Can- 
ada and England, while other 
units are situated in the Low 
Countries, Germany, Argentina 
and Australia. 

The 1941 year-end balance 
sheet of National Dairy Prod- 
ucts (latest available)  ex- 
hibited a sound financial con- 
dition. Current assets of 
$97,567,000 included cash of 
$15,016,000; receivables, $26,- 
808,000, and inventories and 
miscellaneous supplies of more 




















than $55,000,000; while current 
liabilities totaled $47,511,000, . 
including tax reserve of $9,- 
677,000. Long-term funded 
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a wide popular reception is “Hemo,” 





a powdered milk compound contain- 
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In order to provide additional 
working capital, the company bor- 
rowed $12,000,000 in 1941, notes be- 
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60 of these notes is in 1951. These addi- 
tional funds were required chiefly to 
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$17,895,000 shown at the end of 
1940 resulted in part from higher 
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t aed greatly expanded military and lend- 


least requirements. 
Borden’s latest published balance 
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to range close to the 32 per cent rise reported in the six 
months ended with June 30, last. Earnings for 1942 will 
probably be not far under the 1941 figure, despite the 
incidence of higher taxes. There is no reason to antici- 
pate a downward revision of the prevailing dividend rate. 
On this basis, a return of 51% per cent is available at 
current quotations, rendering the common stock a worthy 
purchase for income. 

Occupying second rank in the dairy group is Borden 
Co. Operations are widely diversified, both geographic- 
ally and with respect to products. About 50 per cent 
of total sales are provided by fluid milk and cream. 
Operations are conducted throughout most of the United 
States and also in Canada, and certain products are also 
distributed in England, Continental Europe (in peace- 
time), and in South and Central America. Under ordi- 
nary conditions, foreign sales furnish about 10 per cent of 
revenues. 

Borden is also active in casein development. In this 
connection, the company’s 1941 report noted that the 
Casein Research Laboratory had perfected a cold-water- 
proof adhesive for labeling bottles. “This development,” 
said the statement, “gives promise of greatly widening 
our adhesive market. Much work has been done on new 
synthetic resins as well as substitutes for casein which 
may open up new markets for these products.” Sales of 
the company’s Prescription Products Division have in- 
creased. One of the most important of the newer prod- 
ducts of this department is “Mull-Soy,” a soy bean 
emulsion prescribed by many physicians for infants who 
are allergic to milk protein. 

With the object of developing new items for public 
consumption, Borden Co. has established a new research 
laboratory in New York City. No control work or im- 
provement of established products is contemplated for 
this laboratory, as that is conducted in other laboratories. 
Among the products introduced in 1941 which is enjoying 
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20 sheet, that as of Dec. 31, 1941, dis- 
closed a strong current position, with 
current assets of $71,596,000, includ- 
ing cash and marketable securities 
of more than $24,800,000, compared 
with current liabilities of $2,902,000. Estimated income 
taxes were $5,016,000. The sole equity issue consists of 
4,396,704 shares of $15-par common stock. The com- 
pany possesses an enviable dividend record, with con- 
tinuous annual payments dating back to 1899. ‘Distribu- 
tions through Sept. 1, 1942, total $0.90 per share, 


compared with $1.40 for each of the four preceding cal- . 


endar years. It is probable that aggregate disbursements 
on the common shares for this year will approximate 
those of recent years. 

Profits of $1.88 per share last year were the highest of 
the post-depression era. Despite high costs and taxes, 
net income for the six months ended June 30, last, of 
$0.77 per share made favorable comparison with the $0.80 
reported for the 1941 corresponding period. Earnings 
for the full year may not be much below the 1941 per- 
formance, leaving ample margin for maintenance of the 
$1.40 annual distribution—if this total is reached this 
year. 

Trade prospects of Borden continue optimistic. Indi- 
cations are that profit margins will be well maintained, 
assuring continued excellent earnings in future months. 
On the presumption that the recent annual dividend 
basis will not be revised downward, the common shares 
may be bought for the liberal yield, as well as for mod- 
erate price appreciation. 

Third in importance in the dairy products industry is 
Beatrice Creamery Co. Activities include every depart- 
ment of the trade, with fluid milk and ice cream supply- 
ing around 50 per cent of sales and earnings, and 25 per 
cent being received from butter output. Additional 
revenues are also obtained from cold storage operations 
and from the wholesale distribution of frozen foods, as 
well as from the sale of eggs and poultry. Most of the 
products are sold under the trade name “Meadow Gold,” 
while butter is also marketed under the trade name 
“Holland.” (Please turn to page 196) 
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Another Look At... 





ELECTRIC STORAGE BATTERY CO.—INTERNATIONAL TEL. & TEL. CORP.— 
PURITY BAKERIES CORP.—SOUTH PORTO RICO SUGAR CO.— 
TENNESSEE CORP. 


By Tue MaGazIne or WALL STREET STAFF 


Electric Storage Battery Co. 


Although few details are available with regard to the 
extent of war business, it is understood to be of sub- 
stantial proportions, consisting of orders for batteries 
to be used in military vehicles, tanks, airplanes and 
submarines, as well as in war plants. The company is 
the world’s largest manufacturer of electric storage bat- 
tries, with about three-fifths of output, under normal 
conditions, being absorbed by the automobile industry. 
Other important industrial consumers are the railroads 
and the airplane builders. The best known products are 
“Exide” and “Willard” batteries. In addition to several 
domestic plants, foreign affiliates operate in Canada, 
England and Australia. Increasing competition from 
mass distributors in the motor car replacement market 
has featured operations over the past decade, as a result 
of which sales prices and profit margins have been ad- 
versely affected. 

Capital structure is simple, consisting of 907,810 
shares of no-par common at the end of 1941. Finances 
at the 1941 year-end were unusually strong, with total 
current assets of $30,905,000, including cash of $4,944,- 
000, U. S. Government obligations of $1,189,000, and 
other marketable securities of $6,094,000, compared with 
current liabilities of $6,295,000. Net working capital 
was equal to more than $27 per share at the close of 
last year. The large battery replacement business has 
aided this concern in maintaining profitable operations, 
even in periods of economic depression. Doubling of 
Federal tax allowances in the first half of 1942 cut net 
income to $1.03 per share from $1.83 per share in the 
six months ended June 30, 1941. Dividend record of 
the company is impressive, with continuous annual dis- 
bursements in every year since 1901. Payments through 
Sept. 30, 1942, amount to $1.50 per share, compared with 
$2.50 for the full year 1941, and $2.00 in 1940. 

As post-war plant readjustment will be moderate in 
scope, this concern will be in excellent position to handle 
the heavy accumulation of business from normal sources. 
The prevailing $0.50 quarterly dividend basis should be 
easily maintained. Providing a yield of nearly 6% on 
this basis, the stock may be considered attractive for 
income and long-term growth purposes. 
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International Tel. & Tel. Corp. 


Unusual interest in the bonds and stocks of this com- 
munications organization, with virtually all of them close 
to the year’s best levels, directs attention to the improv- 
ing status of various foreign units controlled by I. T. & 
T. During the first half of this year, fixed charges, on a 
consolidated basis, were covered 1.09 times, as against 
0.99 a year earlier; while a net profit of $0.05 per share 
on the capital stock, as against a profit of two mills per 
share, was reported. More than 70% of assets are in 
telephone operating units; 17% in manufacturing plants, 
while the balance consists of radio telegraph, cable and 
miscellaneous properties. At the end of 1941, about 40% 
of investments and advances were distributed in South 
America, nearly 38% in Europe, and 5% in this country. 

Funded debt at the end of 1941 consisted of $90,157,- 
000 of the parent company and $40,542,000 of subsidi- 
aries. Preferred stock of subsidiaries amounted to $9,- 
265,000, while the parent company had 6,399,002 no-par 
shares outstanding. No dividends have been paid on the 
company’s own shares since 1932. The Export-Import 
Bank, a Federal agency, has extended a credit of $25,- 
000,000 to enable the company to purchase its deben- 
tures at 50% of their principal amount. During the six 
months ended June 30, the company had expended 
$1,403,400 for purchase of $2,533,000 principal amount 
of debentures. Two of the I. T. & T.’s manufacturing 
subsidiaries had secured, as of Aug. 20, last, under Fed- 
eral provisions for guaranteed loans, a line of credit up 
to $10,000,000 from a group of ten New York and New 
Jersey banks, to assist these concerns in manfuacture 
of supplies for U. S. Government departments. 

Victory of the Allies will be of tremendous benefit 
to I. T. & T., many of whose properties are in the war- 
ring countries, while restoration of normal trade with 
South America should also stimulate communications 
business. Although the capital stock is now selling at 
the highest prices since 1939, it still possesses merit as a 
long-term speculation in a company which stands to 
gain substantially from a restoration of international 
amity, but it is a radical speculation and should not be 
bought except on substantial reaction from current 
price around 614. (Please turn to page 196) 
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Patent applications have always been cloaked in 
secrecy. Departure from this traditional practice will be 
made by Office of Alien Property Custodian in cases of 
foreign-owned patent applications which have been 
seized by the government. Drawings and specifications 
will be printed and made available to American industry 





Washington Sees; 


The Executive Order is a wonderful thing. It 
accomplishes what Congress doesn't. 


Congress has been steadfastly opposed to the 
use of subsidies to maintain Leon Henderson's 
price ceilings. Subsidies were asked for but Con- 
gress considered the matter and refused to grant 


O P A the authority. 


The President asked Congress to set a $25,000 
net ceiling on incomes. Congress gave that re- 
quest its consideration and turned it down. 


Congress is still dead set against the subsidy 
and the salary ceiling, but we have them in the 
law of the land and they got there by that instru- 
ment known as the Executive Order. In addition 
to creating an Economic Stabilization Board with 
powers to regulate wages and salaries, the Ex- 
ecutive Order of October 4 included giving the 
Director of the board power to formulate and 
establish policy relating to subsidies for the pur- 
pose of preventing increases in the cost of living. 


Authority for the granting of subsidies was 
included for the purpose of making them effec- 
tive, and those who believed that subsidies would 
not be invoked because Congress would not al- 
low them will now have to change their views. 
Hereafter, one must look toward the White 
House in such matters, 





at a nominal price. Publication of printed copies will 
start December. These applications ordinarily cover 
latest developments in patentable fields and many can 
improve American processes and devices. Idea is to put 
enemy-owned patents and property to work in support 
of the war effort. 


Freight traffic of railroads this year will hit 630 billion 
ton-miles, an all-time record, and 33 per cent better than 
1941. Passenger traffic will reach 50 billion passenger- 
miles, a new high, and 75 per cent better than 1941. New 
all-time records will be set in 1943. It is not this in- 
creased demand that worries the roads but the inability 
to get materials allocated for new equipment or for main- 
tenance of present equipment and facilities. 


Used car rationing will not be necessary as long as sup- 
plies continue to be available for purchase by essential 
workers at fair prices. The Government feels that most of 
the used cars now being sold are going into the hands of 
persons who would be eligible to buy them under any 
rationing program it might set up. It also counts on 
mileage rationing to channel cars out of the hands of 
those without essential transportation needs into hands 
of those who are most essential to the war effort. 


Next year's imports from all parts of the world will be 
based on data now being gathered by WP B. Import 
estimates will be evaluated in accordance with relative 
importance of foreign products to the war effort and the 


availability of shipping space. Despite increasingly ef- 
fective shipbuilding program, shipping space continues 
far below total required for imports needed for manu- 
facture into essential war goods. 


W PB will launch an intensive public education cam- 
paign to explain the Controlled Materials Plan. Program 
includes holding industry “clinics,” distribution of ex- 
planatory pamphlets, specially trained “experts” to ad- 
dress series of meetings in the field, and educational 
material for editors and writers. 
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Food _is presently one of the topmost war problems. This year and 
last America has had record crops. This is rare. You can pretty safely bet 
your money that next year's harvest will be short. Agriculture faces bad 
weather conditions, shortages of labor on the farms and in the marketing and 
processing facilities, and inadequate farm machinery. Nothing can be done 
about the natural element. Something can and will be done about labor 
and_ farm machinery, but it will fall far short of what is needed. 











Demand for food will continue to increase. Our own military 
needs will rise. Lend-lease demands will continue to be raised. Conquered 
territories that are regained from the Axis will have to be fed. Food is 
powerful military-political weapon. All this means that the United States, 
which has always had plenty of food, will have to draw in its belt. Govern- 
ment food officials are talking of an American diet coming down to the 
British level in a year. 











Canned soups face elimination in favor of dehydrated varities. 
W PB is surveying production capacity of dehydrated soup manufacturers to 
cetermine whether their facilities can be expanded to handle the load. Idea 
is_ to save the steel and the tin that go into tin cans. 








Look for a greatly expanded dehydrated foods production program 
next year. Not only soups, but vegetables and other foods. Look also for a 
great expansion in the quick-freezing of foodstuffs. All-powerful WP B 
requirements committee (not food requirements committee) is getting 
ready to set aside critical materials for the expansion. 














Candy industry is scared. Word has gone out that in some Government 
quarters the industry is not regarded as an essential one and is headed 
toward drastic curtailment. Industry is enlisting the assistance of food 
and confectionery men in Government to spread the gospel of their 
essentiality. They plead that Army consumption of candy is 50 pounds 
per capita per year, against civilian consumption of 19 pounds per capita. 











Get ready for a new Government security drive. Beginning December 
1, Treasury will undertake borrowing on an unprecedented scale. Radio, 
motion pictures and press will all be called on to push a mammoth bond 
selling campaign. 











Aim of gigantic selling effort will be to reach all investors, 
right, down to the smallest individual investor and wage earner. 








Campaign will differ from War Bond promotion. It will push War 
Bonds, but also "tap" issues, tax savings notes, and new securities. 
Purpose is to get as large a part of the national debt as possible in 
the hands of individuals as distinct from institutional investors. 











Watch for forced savings. It will hit you in 1943. It's going to 
feel like a stiff pay cut. It will come, too, on top of the 5 per cent 
Victory tax deductions which start January 1. 











Don't count on the bonds you receive for your savings to get you 
out of your short-term financial embarrassments. They won't be cashable 
till the war is over. 














Forced savings drive comes from Congress. Treasury Secretary 
Morgenthau still prefers his spending tax. Congress doesn't. That's one 
reason why forced savings is ahead. 
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There's is another possibility. That is a combination of sales tax 
and a forced savings plan. So far the only support for this combination comes 
from the Republicans. Under plan, you'd receive receipts for what you paid 
in sales taxes. These would be convertible into war bonds. 








Congress and the Treasury are worried about prospective tax 
delinquencies next year. That's why there will be a new drive for the Ruml 
plan in Congress. But the Treasury doesn't like that. It's talking about 
making it necessary to show tax receipts to qualify for various privi- 
leges. 














Drug stores will again resemble pharmacies. General household and 
metal items featured in large drug stores, more particularly the chains, 
will rapidly disappear after the first of the year. As more and more 
doctors are called into service the outlook is for increased stocking 
and sales of proprietary medicines. 














Big problem in drug industry is shortage of metals and other 
packaging materials. Satisfactory substitutes are available. While W P B 
still allows use of metals in packaging to some extent, a critical shortage 
of metals, for this purpose is impending. Industry should be prepared for 
it. By converting to non-critical packaging at once it can start an 
orderly changeover. 














Ferdinand Eberstadt, in charge of WP B's Controlled Materials 
Plan, is pepping things up in WP B. His directives to subordinates are 
couched in the impersonal language of military orders. They also set time 
limits for the particular assignments to be completed. Eberstadt means 
business. 











War Department discourages write-a-soldier campaigns conducted 
by some newspapers. Striking up acquaintanceship with soldiers through 
false good-will organizations is an old and hackneyed technique of 
espionage. But it's still in use. Write, write often to those you know but 
con't write to strangers. That's the Army's advice. 











Significant legislation that attracted little attention when 
passed was the Reynolds patent royalties measure. Under it the Government 
has authority to seize an invention needed to aid in the succesful 
prosecution of the war, whether patented or not, and to permit the use of the 
invention by contracters and subcontractors for the Government, whether 
the owner consents or not. This measure gives the procurement services 
all the power they need. 














New construction of homes for war workers in crowded industrial 
areas will be cut far under earlier estimates. Government will seek to 
provide needed homes for workers through a conversion program. It will 
lease existing homes or buildings and remodel them for families. 
Conversion requires much less of the critical building materials than 
new _ construction. 














Representatives of motion picture industry have been flocking to 
Washington. Reason: to discuss $25,000 salary ceiling with Treasury 
officials. Film industry is the one most affected by the regulations issued 
by Economic Stabilization Director Byrnes. Treasury will clarify the 
regulations for the film people but will not relax the rules or grant 
exceptions. 
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BUSINESS: Not only does this company rank second to U. S. Steel 
Corp., among the country's steel makers, but it is also one of the 
leading shipbuilders and manufacturers of armaments. Steel ingot and 
castings capacity is approximately 11,850,000 tons. Expenditures for 
further plant expansion had amounted to $23,000,000 at the end of 
October, with further outlays of $12,000,000 contemplated. Accord- 
ing to latest data, Bethlehem is building 19 different types of ships in 
nine yards, using a total of 76 ways. 


FINANCIAL POSITION: Funded debt at the end of 1941 aggre- 
gated $173,204,000, with no large near maturities. On this debt, fixed 
charges were earned 5.64 times during the nine months ended Sept. 
30, 1942, compared with 6.35 times in the similar 1941 months. Dec. 
31, 1941, balance sheet showed current assets of $388,819,000, includ- 
ing cash, special deposit and U. S. Government securities of over 
$120,000,000 compared with current liabilities of $176,330,000. Capital 
liabilities, exclusive of funded debt, included Cambria Iron Stock in 
the amount of $8,468,000; 933,887 shares of the company's own 7%, 
$100 par, cumulative preferred (non-callable), and 2,984,994 shares 
of non-par common stock. Including $1.50 payment scheduled for 
Dec. |, dividends on the common stock total $6 for 1942. 


OUTLOOK: Scrap steel drive has enabled company to maintain op- 
erations at capacity for near future, but continuing supplies of scrap 
metal are indispensable to keep plants fully occupied. Total billings 
for 1942 will exceed $1'/2 billions, 50% more than last year. Manpower 
supphies are adequate. Inasmuch as 1942 interim profits have been 
calculated on the basis of the 1942 Revenue Act, net income for the 
year may equal $7 per share of common. Dividends will probably be 
maintained on the prevailing basis of $1.50 quarterly. Dominant posi- 
tion of the company in its industry assures full participation in re- 
construction and development activities in the post-war era. 


MARKET ACTION: Bethlehem Market Bethlehem's move - 
Steel verage in relation to avge. 

‘40 high to '41 low....... 25% decline 23% decline 1% wider 

*41 low to '41 high....... 1% advance 23% advance 70% narrower 

41 high to '42 low....... 27% decline 27% decline ............ 

"42 low to '42 high....... 9% advance 33% advance 13% er 
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BUSINESS: This is the largest baking organization in the United 
States, with distribution accomplished through 87 plants and about 
3,500 delivery routes. Despite its pre-eminent position, the company 
accounts for but 4% of baking industry aggregate sales. About 75% 
of dollar volume is derived from bread sales, with the remainder com- 
ing from cake and pastries. Best known trade-marks are "Wonder 
Bread" and "Hostess Cake." Sales are made chiefly to retailers. 


FINANCIAL POSITION: Recapitalization was effected in 1941. 
portion of the preferred shares was retired, while the old Class "A" 
and Class "B" shares were exchanged for new common stock, on the 
basis of 3 shares of new common for each share of the old "A" stock, 
and each share of "B' was exchanged for 0.1 share of new common. 
Serial promissory notes, in the total amount of $17,500,000, were sold 
to institutional investors, proceeds being used to purchase, through 
tenders, 83,243 shares of preferred, with the balance being added to 
general cash funds. As of June 27, 1942, such long-term debt amounted 
to $16,537,000. Outstanding cumulative preferred on that date con- 
sisted of 247,800 shares, upon which annual dividends of $8 per share 
are being maintained. To date, no payments have been made on the 
1,075,429 shares of no-par common. Current position as of June 27, 
last, was strong, With current assets of $11,210,000, including cash of 
$5,279,000, comparing with current liabilities of $4,412,000. 


OUTLOOK: Profit margins may be restricted by price ceilings estab- 
lished on bakery products. Offsetting factors are seen in reduced de- 
livery expenses, and in such economies as substitution of waxed paper 
for cellophane wrappers. The strong trade position of the com- 
pany, considered in connection with the strengthening of the com- 
pany’'s financial status, suggests continuing satisfactory earnings levels 
for the new common shares in future months. 


MARKET ACTION: Contnantel Market 


aking Average 
"40 high to '41"low....... 21% advance 23% decline 
'41 low to '41 high....... G 


32% advance 23% advance 


Continental’s moves 
in relation to avge. 


39% wider 
41 high to '42 low........ 41% decline 27% decline 14%, wider 
"42 low to '42 high....... 68% advance 33% advance 106% wider 


Average volatility: 73% wider on advances, than M. W.S. index. Ratio of market 
i ent during past four months has been considerably greater than in the case of the 





Average volatility on four moves: 314% wider on declines; 71% narrower on advances, 


than M. W.S. index. Recovery in stock since early Summer has approximated that of the 


industrial stock averages. 
COMMENT: Recent price—57. With capacity operations continuing, 
and Federal taxes now determinable, earnings outlook is favorable. 


Long-Term Record 








Net Net 
Billings Income Net Per Divi- Price 
Year Sentions) (millions) Sh. (Com.) dends Range 
BGA 167.736 $.551 Ch UU =———e 4914-241 
IN se) Scicicis;niorere 192.543 4.291 S ee 52 -21% 
| Sia 287,108 13,901 2.091 1.50 1734-4534 
Lar 417,538 31.820 7. 5.00 1054-41 
TORY 65.406 5.250 d0.70 Ssiains 18%4-39%4 
1939. 414,141 24.638 5.75 1.50 100 -5014 
1940.. ica 2.203 48.678 14.04 5.00 9314-631 
1941 .. 961,241 4.458 9.35 6.00 8914-511 
mos. .)- i é .00 -49 
1942 (9 Sept. NA 19.656 4.94 *6, *66 
1941 (9 mos. Sept.). NA ee guacs © | O) Seeeand 
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NA—Not available. d—Deficit. *—To date. 
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industrial stock averages. 


COMMENT: Steady retirement of the $8 preferred, as well as im- 
proving net income, is contributing toward strengthening the status of 
the common shares, although dividends are not indicated for the early 
future. 


Long-Term Record 


Net Sales Netincome Net Per Divi- Price 

Year (millions) (millions) Share(a) dends Range 
GEM io Secvieene $581163 $3.502 - | iE 7353-10 
| Er as 9.4 151 ee 1373%4- 71 
WEEE oo dics ookoees .706 4.494 1.14 T26%- 8 
| SE 63.696 4.176 0.90 T2L-11 
Lee 4 3.500 0.27 +15 Th 
Lo eae 69.427 2.861 0.07 514- 2 
1942 (9 mos. Sept.). 59.614 2.075 0.55 *4fg- 2 
1941 (9 mos. Sept.). 59.180 1.750 Me saucers) eeu 





i d0.07 
(a)—Adjusted to give effect exchange of Class “*A* and “B” for new 
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GENERAL CABLE CORP. 


Six Stocks With High Leverage 


MENGEL COMPANY 
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BUSINESS: Activities of this organization include the manufacture 
of all kinds of copper wire and cables, from the finest enamel wire to 
the largest cable for underground service. Chief markets for output 
normally are supplied by electric utilities, building contractors, tele- 
phone and telegraph companies, manufacturers of automobiles, elec- 
trical equipment and of industrial machinery. The company holds in- 
vestment in Canada Wire & Cable Co., as well as in Revere Copper & 
Brass. American Smelting & Refining Co. owns about 39% of General 
Cable common, 49% of the Class "A" and 19% of the $7 preferred. 
With backlogs reported at highest level in company's history, virtually 
all of operations are devoted to some phase of the war effort. 


FINANCIAL POSITION: Capitalization consists of $6,009,000 of 
3\/os, due 1950, privately held; 150,000 shares of 7%, $100 par, 
cumulative preferred; 306,689 shares of Class "A" and 671,858 shares 
of common stock. The "A" has dividend preference over the com- 
mon at the rate of $4 per share, these being cumulative in the event 
that net in any year is equal to at least $8 per share. On the pre- 
ferred stock, dividend arrears amount to $52.50; on the "A" to $4. 
Dividends of $7 have been paid on the preferred this year. Possible 
recapitalization to eliminate arrears on preferred shares is under con- 
sideration, but recent advices indicate no plan inethis connection will 
be presented to stockholders this year. Financial position at the end 
of 1941 was fair, with current assets of $26,459,000, including cash 
of $2,965,000, comparing with current liabilities of $14,324,000. 


OUTLOOK: Taxes have been computed on basis of 1942 Revenue Act; 
thus recovery in net income after taxes should prove of especial ad- 
vantage to the common shares, from a speculative standpoint, although 
dividends on this issue appear remote. Wartime operations will con- 
tinue at high rates of activity, while the need for rehabilitation and 
extension of industrial, electrical and communications plants should 
provide substantial volumes of business in the post-war years. 


MARKET ACTION: General Market General's moves 
Cable Average in relation to avge. 

*40 high to '41 low....... 47% decline 23% decline 104% wider 

*41 low to '41 high....... 25% advance 23% advance 1% wider 

‘Ai high to ‘42 low....... 50% decline 27% decline 85% wider 

*42 low to '42 high....... 20% advance 33% advance 39% narrower 


Average volatility: on four moves: 95% wide on declines; 16% narrower on advances, 
n . S. index. Common shares have advanced, since the end of June, in somewhat 
greater ratio than have the industrial stock averages. 


COMMENT: Recent price—3. Substantial debt retirement program 
is benefiting position of various stock issues. 


Long-Term Record 


Gross Net 
Profit Income Net Per Divi- 
Year (millions) (millions) Sh. (Com.) dends 
Rta ohn 5 304% 6s8 $2.775 $d.149 $d4.89 bares 
RE Whom osc she 3.761 -407 Se 
MTS Satsens esse 5.160 1.654 d1.58 
. See 7.460 1.233 2.21 
RECS S he'pce s'voo ye 2.369 d.894 i eae 
eee 3.861 -733 d2.34 
° FOP er 7.110 2.705 0. Sk. . 
is ots des inay 19.943 3.938 2.47 aval Ve- 2 
1942 (6 mos, =. - 10,823 1.368 mee Ae as *3 2 
1941 (6 mos, June). . 6.186 2.055 BED» 20 aly deol) erates an 
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BUSINESS: Mengel is a manufacturer of lumber products, which in- 
clude shipping boxes used for packing of cigars, tobaccos, cereals, 
toilet articles, as well as wood body parts, beer barrels, toys, veneer 
and panels, playground equipment, plywood and (under a joint selling 
arrangement with U. S. Plywood Co.) "Flexwood" and "Flexglass.” A 
kitchen furniture manufacturer was acquired late in 1941. Container 
sales are relatively stable, but in periods of high industrial activity, 
other divisions provide comparatively large revenues. Company has 
eight domestic plants and one in Africa, and also owns miscellaneous 
floating property and logging equipment. it was reported, at the end 
of August, that of total unfilled orders, 85% was for war production, 
and that company was also beginning work in connection with the 
cargo airplane production program. 


FINANCIAL POSITION: Funded debt consists of $1,743,000 Ist 
42s, due 1947 (each $100 of bonds being convertible into six common 
shares). Following the 65,276 shares of $2.50 cumulative preferred 
stock, $50 par, are 418,035 shares of $1 par value. Each share of pre- 
ferred is convertible into three common shares. Balance sheet at the 
end of 1941 disclosed a satisfactory financial status, with total current 
assets of $6,278,000, including cash of $723,000, comparing with cur- 
rent liabilities of $2,329,000. Although total earnings available for 
the common have not been far under $4.00 during the 33 months 
through Sept., 1942, a conservative dividend policy is being followed. 


OUTLOOK: Capacity operations are in prospect for the duration. 
Completion of changeover to war work will aid cost factor, although 
higher taxes and price ceilings are deterrents to profits progress. Wide 
range of products turned out by this company will provide a consid- 
erable measure of earnings stabilization in future years. Inasmuch as 
final quarter of the year is generally the most profitable, net earnings 
available for the common may range about $1.10 to $1.20 per share 
for the full year 1942. On this assumption, the junior shares may be 
considered as selling on an attractive price-earnings basis. 


MARKET ACTION: Mengel Market _Mengel’s moves 
Sompeny Average in relation to avge. 
‘40 high to '41 low....... 13 ecline 23% decline 44% narrower 
‘41 low to '41 high....... 43% advance 23%, advance 87% wider 
*41 high to ‘42 low....... 10% advance 27%, RB A oe 
‘42 low to '42 high.,..... 4% decline ee 
Although industrial stock ges have ad 








d over 7% si id- , Market 
prices for Mengel common have not yet participated adequat ay iain 


COMMENT: Recent price—5. Company's comparatively small cash 
holdings suggest continuation of recent conservative dividend policy. 


Long-Term Record 
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BUSINESS: Peacetime products of this company include welded and 
seamless tubing, various tubular products, drilling rigs and tools, pump- 
ing machinery and many types of engines. Normally, about 80% of 
output had been used in the petroleum industry. At the present time, 
however, virtually all of operations are devoted to war work, output 
including, it is said, large propulsion gears for the Navy, while pro- 
duction of ship shaftings and other large steel forgings was contem- 
plated. Reported holdings of the company embrace 50% of stock of 
Oil Well Engineering Co., Ltd., an English maker of oil well equipment, 
also a minority interest in Kentucky Natural Gas Corp. 


FINANCIAL POSITION: Sept. 30, 1942, balance sheet reveals total 
current assets of $44,788,000, including cash of $8,929,000, compared 
with current liabilities of $10,111,000. Latter included notes payable 
of $1,750,000, representing bank loan for purposes of financing, in part, 
construction of emergency plant facilities under Government contract. 
Long-term 252% notes payable amounted to $5,750,000. Preceding 
the 1,154,928 shares of $10 par common were 64,687 shares of $6 
cumulative prior preferred stock ($100 par), 279,537 shares of $2 
cumulative preferred stock of $40 par, and 226,404 shares of $5.50 
cumulative prior preferred stock of $100 par. The $5.50 preferred is 
convertible into 2'/, common shares, and the $2 preferred is conver- 
tible, share for share, into common. Payments have been made on ac- 
count of arrears this year on the $6 and $5.50 preferreds, on which 
accumulations were $6 and $5.50, respectively, on Sept. 30, while ar- 
rears on the $2 preferred amounted to $7.50 as of June 30, last. 


OUTLOOK: Facilities will be fully occupied for the duration. Interim 
taxes were computed on on the basis of the 1942 Revenue Law, and 
their further effect should be mitigated by the 80% over-all limit. 
Thus, while common dividends are remote, recovery in earning power 
of the company should provide the junior shares with a measure of 
speculative appeal. 


MARKET ACTION: National Market National's moves 
upply Average in relation to avge. 

‘40 high to '41 low....... 39% decline 23% decline 10% wider 

‘41 low to '41 high....... 70% advance 23% advance 204% wider 

'41 high to ‘42 low....... 34% decline 27% decline 26% wider 


‘42 low to '42 high....... 8% advance 33% advance 16% narrower 


Average volatility on four moves: 48% wider on declines; 64% wider on advances 
than M. W. S. index. Percentage recovery in past few months has exceeded that of the 
industrial stock averages. 


COMMENT: Recent price—5. Speculative aspect of common is 
seen in fact that fluctuations have been wide even in years when no 
earnings were available for this issue. 


Long-Term Record 


Net Sales NetIncome Net Per Divi- Price 
tYear (millions) (millions) Sh. (Com.) dends Range 
"| aU area $74.539 $7.858 $4.90 (a) 4134-1734 
. sear 52.771 1,284 d0.79 conn 23 121 
i. er 53.397 1.191 d0.87 ‘ 1514. 53, 
| Babette 60.617 1.630 0.49 ret 9%. 4 % 
athena 90.610 5.792 3.06 i Ti. 41h 
1942 (9 mos. Sept.). 70.068 2.249 0.52 an ee *6Vg- 4 
1941 (9 mos. Sept.). 67,127 3.990 Sere eee. ee 


t rated in 1937, 2 # National Suppl 
Co. of Del. and Spang, Chalfant & Co. a—Paid 1/10th sh. of $2 Preference 
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BUSINESS: Including 6,519 miles directly owned and operated, the 
total Southern Railway system lines aggregated 7,745 miles at the end 
of 1941. The system serves every state south of the Potomac and east 
of the Mississippi rivers, except West Virginia. The main line, which is 
double-tracked, extends from Washington, D. C., to Atlanta, Ga. 
Freight supplies over 80% of total operating revenues. Bituminous 
coal provides the largest single source of freight tonnage (about 
30%), with products of mines aggregating 46%. 


FINANCIAL POSITION: Rapid expansion of earnings has permitted 
retirement of all floating debt. Funded debt at the end of 1941 totaled 
$281,146,500. Nearest direct maturity of importance are the Dev. & 
Gen. 4s. of 1956, in the amount of $61,333,000. Outstanding pre- 
ferred consists of 600,000 shares of $5 non-cumulative stock of $100 par 
value, while there are also outstanding 1,298,200 common shares of 
no-par value. Statement of working capital as of Aug. 31, 1942, 
showed current assets of $59,668,000, including cash of $22,134,000 and 
temporary cash investment of $10,000,000, compared with current 
liabilities of $46,158,000, the latter including U. S. tax liabilities of 
$24,034,000. A dividend of $1.25 per share was paid on the pre- 
ferred shares on Nov. 2, 1942, this being the first disbursement since 
October, 1931. 


OUTLOOK: Stimulated by the broad expansion in industrial and mili- 
tary production in the regions served by the lines, operating revenues 
should continue to run well ahead of those of earlier comparable pe- 
riods. Despite heavy tax allowances, net income for 1942 may exceed 
$18 per share of common, on which payments could conceivably be re- 
sumed sometime in 1943. The increasing industrial and agricultural 
importance of the South, will be of tremendous importance in sus- 
taining operating revenues of the system during the post-war years, 
while investment income should also continue to be considerable. 


MARKET ACTION: Southern Market Southern’s moves 
ailway Average in relation to avge. 

‘AO high to '41 low....... 16% decline 23% decline 30% narrower 

"41 low to '41 high....... 57% advance 23% advance 148% wider 

‘41 high to '42 low....... 28% decline 27% decline 4% wider 

"42 low to '42 high....... 24% advance 33% advance 27% natrower 


Average volatility on four moves: 13% narrower on declines; 61% wider on advances 
than M. W.S. index. Since mid-Summer, advance has just about paralleled the rise in the 
industrial stock averages. 

COMMENT: Recent price—i6, Despite heavier tax accruals, the im- 
proving finances and non-cumulative status of preferred should facili- 
tate resumption of common dividends some time next year. 


Long-Term Record 


Oper. Rev. Net Income Net Per Divi- Price 
Year (millions) a Sh. (Com.) dends Range 
4994... $78.184 $2.795 d$4.46 : 3619-111 
1995 .....; 82.904 d1.523 d3.48 1614- 5) 
1936 96.274 4.305 2619-1234 
1 98.435 -806 d1.69 Yee 9 
i ——e 89.419 d.498 d2.69 4 
ee 99.154 6.487 2 2314-1144 
| 105.906 .352 3.35 O%- 8 
el eentaikains 139 926 19.370 12.61 1919-1114 
1942 (9 mos. Sept.). 145.579 18,251 12.32 ; , *1 856-1214 
1941 (9 mos. Sept.). 100.939 13.133 Gee « ecens! © 5 babbeveus 
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TIDEWATER OIL 


Ee the barriers to normal operations 
imposed by gasoline rationing in the East, sales of Tide- 
water Associated Oil Co. for the first nine months of 1942 
were ahead of those of a year earlier, amounting to 
$111,860,000, compared with $109,411,000 in the corre- 
sponding 1941 months. Costs and operating expenses 
increased disproportionately, however, and operating 
profit for the period declined to $10,031,000 from $14,- 
539,000 for the nine months ended Sept. 30, 1941. Net 
income, after all charges and preferred dividends, was 
equal to $0.91 per share for the 1941 interim, as against 
$1.27 per share a year earlier. 

Operations of the company embrace all divisions of the 
petroleum industry, ranging from production and trans- 
portation of crude oil to the refining and marketing of 
gasoline and other petroleum products on both the At- 
lantic and Pacific coasts, as well as in the mid-continent 
regions. Activities also extend beyond the borders of con- 
tinental United States, including distribution of petrol- 
eum products in the Hawaiian Islands; while peacetime 
interests in the western Pacific were represented by 
property holdings in the Philippine Islands and 25% 
ownership of a refining company in Japan. Suggesting 
the prescience of the company, the following excerpt 
from the 1941 annual report is significant: “On Decem- 
ber 31, 1940, this company’s investments in all overseas 
foreign countries were written down to $1, in anticipa- 
tion that the then existing conditions would become 
worse.” 

As a result of the Japanese invasion of the Philippine 
Islands, it is assumed that the company’s investments 
of $905,000 in property, equipment, inventories and re- 
ceivables in Manila and other Philippine cities were lost 
or destroyed, and the total amount has been written off 
to surplus. The company’s properties and operations in 
the Hawaiian Islands were not damaged in the attack on 
Pearl Harbor on Dec. 7, 1941. Those assets were carried 
at $615,000 in the Dec. 31, 1941, balance sheet. 


BY STANLEY DEVLIN 


Domestic properties of the company are extensive, in- 
cluding proven and undeveloped oil lands aggregating 
over 850,000 acres; four refineries with a combined daily 
average crude capacity of nearly 127,000 barrels (located 
advantageously to eastern seaboard, to West Coast mar- 
kets, and to the mid-continent oil fields); a system of 
pipe lines and a fleet of tankers. Latest available figures 
on marine equipment—as of Dec. 31, 1940—show 16 
ocean tankers and nine harbor tankers, among other 
vessels. The four refineries are situated in Bayonne, 
N. J., Drumright, Okla., and in Avon and Watson, Calif. 

The company’s balance sheet as of June 30, 1942, re- 
vealed a sound financial condition. Current assets of 
$64,413,000 included cash and marketable securities of 
more than $11,340,000, compared with current liabilities 
of $19,186,000. Long-term debt amounted to $85,846,000. 
Of such indebtedness, there were outstanding 234% de- 
bentures, due in 1955, in the amount of $16,500,000, the 
remainder consisting of bank loans and serial notes. 
Capital stock was represented by 500,000 shares of $4.50 
cumulative convertible preferred, of no-par value and 
callable at 107, and 6,375,336 shares of $10 par common 
stock. At the end of 1941, the Mission Corporation held 
1,112,023 shares and Pacific Western Oil Corporation 
270,100 shares of Tidewater’s common stock. 

Adverting again to 1942 interim earnings, it is perti- 
nent to mention that the provision for Federal mcome 
taxes for the nine months ended Sept. 30, last, was esti- 
mated on the basis of the recently enacted Revenue Law. 
No provision was considered necessary for excess profits 
taxes. Allowance for normal and surtax amounted to 
$2,567,000, as against $4,736,000 for the first nine months 
of 1941. In the June 30, 1942, balance sheet, provision 
for estimated Federal income tax had been stated at 
$2,253,000. Inasmuch as total income, before interest 
and Federal income tax, rose from $7,743,000 for the six 
months ended June 30, 1942, to $10,708,000 for the nine 
months ended Sept. 30, 1942, it will be perceived that 
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Federal taxes were of relatively minor importance in the 
company’s operations for the third quarter of 1942. 

Dividend payments on the common stock over the 
past few years have roughly paralleled the rise and fall 
in earnings. Including the distribution of $0.15 declared 
for Dec. 1, dividends for 1942 total $0.70 per share, com- 
pared with $1 in 1941 and $0.70 in 1940. 

The hazards of transportation of petroleum by tanker 
to East Coast points have compelled employment of 
railroad tank cars on a tremendous scale in order that 
the minimum needs of consumers east of the Alleghenies 
be provided. However, this mode of transport is ex- 
pensive, and inadequate for normal requirements. Short- 
age of distribution facilities has compelled rationing of 
oil and gasoline in Eastern territory and, as a conserva- 
tion measure, gasoline rationing on a nationwide basis is 
scheduled to be inaugurated about Dec. 1. 

Development of a new fighting front in North Africa 
by our armed forces, involving diversion of large quanti- 
ties of oil to points of embarkation along the eastern 
coast, has further aggravated the consumption situation 
in that section. It became inevitable that further re- 
strictions on oil consumption would be effected. The 
first of these, announced by the OPA on Nov. 17, re- 
duces the value of the basic “A” gasoline ration coupon 
from 4 to 3 gallons in 16 eastern states. Additional 
measures to curtail oil usage in that region are contem- 
plated. These are expected to include curtailment of 
fuel oil for use in non-war industries, as well as for heat- 
ing certain types of buildings, and there also exists the 
possibility that fuel oil rations for homes in those states 
may be further curtailed. 

The year 1943 will, in all probability, witness the be- 
ginning of a major offensive by the United Nations in 
the European theatre of war. Such operations will in- 
volve acceleration of shipments of petroleum abroad, 
rendering more critical the domestic situation in the 
eastern states. Conversion to coal consumption has some- 
what mitigated the severity of the situation in the East, 
but in many instances such conversion has not been 
practicable, or has involved too great expense. 

In order to prevent too serious a deterioration in the 
consumer status in the eastern states, it had become 
imperative that some definite action be taken 





Despite nationwide rationing of gasoline for civilian 
consumers, and the restrictions placed on consumption 
of petroleum products in the eastern section of the coun- 
try, overall consumption of petroleum and its derivatives 
continues at high levels. As a war measure, consump- 
tion figures are no longer published. It is believed, how- 
ever, that military requirements and those of plants 
engaged in direct and indirect war production have con- 
tributed toward maintaining overall consumption on a 
parity with that of a year ago. According to the Bureau 
of Mines forecasts, the gross demand for petroleum, after 
declining slightly in the second quarter of 1942 from the 
same period of last year, increased to around 7% higher 
in the three months ended with last September. 

Although many of the country’s foremost petroleum 
organizations are engaged in some phase of synthetic 
rubber development, there are no official indications that 
Tidewater Associated is participating in such activities. 
In view of the prominent position occupied by this con- 
cern in its industry, it appears probable that Tidewater 
eventually will join in this development. 

Earnings of Tidewater for the final quarter of this year 
are expected to range from $0.25 to $0.30 per share, and 
profits for the full year will probably exceed $1.15 per 
share on the common. Because of the liberal statutory 
depletion allowances, Federal income taxes will not con- 
stitute as serious a burden upon earnings as they do in 
the case of non-extractive industrial organizations. 

Aggregate volume for 1943, at least during the early 
months, should compare favorably with published 1942 
results, notwithstanding the certain drop in civilian sales 
of gasoline. The price situation is generally satisfactory, 
and should continue so in the months directly ahead. 
Moreover, the Government subsidies covering excess 
transportation costs will also contribute toward main- 
tenance of adequate profit margins. 

The preferred stock of Tidewater, at current prices of 
around 94, provides a conservative yield of approxi- 
mately 434%. Fluctuations in the common shares have 
been rather narrow during the past two years, ranging 
from a low of 93% to 11% in 1941 and from 8 to 10% 
thus far this year. Assuming that the recent dividend 
basis of $0.15 per share (Please turn to page 191) 





by the Government. In this connection, it 
was announced late in October that the WP B 
and the Federal petroleum co-ordinator had 
approved an extension of the Texas-Illinois 
pipe line from Norris City, IIl., to the New 20 
York and Philadelphia areas. The announce- 
ment stated that steel for the 857-mile exten- 
sion had been allocated and that the proj- 
ect would involve the expenditure of about 
$60,000,000. 

The financing of this extension will be under- 
taken by the Defense Plant Corporation on the 
same terms and conditions as that of the 530- 5 
mile line now under construction from Longview, 
Texas, to Norris City, Ill. The pipe line, when 
completed, will be used jointly by Tidewater 
Associated and several other major oil organiza- 
tions. The oil industry will be authorized to 
purchase the necessary materials and to award 
contracts for construction. 


25 





DLS. 








TV 





PRICE RANGE 





OLS. 











EARNINGS PER SHARE 


— 2 















































‘36 ‘37 ‘38 ‘39 “40 ‘41 “2E 





NOVEMBER 28, 1942 











All Is Not Gold That Glitters 


The recent “peace market” caused 
quite a large amount of selling in the 
railroad speculative bond and com- 
mon stock lists. While there are 
many of these issues which are ex- 
tremely cheap in relation to present 
earning power, there is a widespread 
feeling in trading circles that soon 
after the war ends, the railroads will 
slump back to their pre-war status 
of low earnings and over-hanging 
financial strain for some. There are 
many reasons for believing that this 
fear is over-developed and will not 
apply to some railroads which were 
“all but in the receiver’s hands” two 
or three years ago. On the other 
hand, there were some speculative 
commitments in railroad bonds 
which seemed to see “gold in every 
glitter.” A case in point is the Min- 
neapolis, St. Paul & Sault Ste. Marie 
514% secured notes due in 1949. 
The prospective reorganization plan 
makes no provision for them. There 
is a total of $2,400,000 of the notes, 
secured by 56,420 shares of Wis- 
consin Central common stock, or 
about one share of this stock to 
every $42 face value of the notes. 
There is every indication that this 
Wisconsin Central stock will be re- 
leased to the noteholders. Then 
what can they do with it? Every 
sign exists that mo provision will be 
made for this stock when the Wis- 
consin Central is reorganized. De- 
spite this, the attraction of low 
prices resulted in an advance in this 
note from $5 per $1000 face value 
to $20 in recent months. There are 
so many of the defaulted rail issues 
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which will get a large return of fixed 
capital in reorganization, with bonds 
of the new road which will be close 
to the first net earnings, that the $20 
per note paid for these “Soo Line” 
notes is really ten to twenty times as 
much, relatively, as the recent price 
of many of the other defaulted rail 
issues. 


Rutland Railroad Bonds 


A case in point is the Rutland 
Railroad bonds, which are selling at 
around 9 to 10 for the various issues. 
This railroad is currently earning 





enough to cover the interest on the 
new income 4% bonds, which are to 
be issued in reorganization, at least 
five times and to provide $3 to $4 a 
share on the new common stock. 
The Rutland old first 444s are to 
get $10 in cash, $250 in new income 
4s and 10 shares of new stock for 
each old $1000 bond. At a price of 
$95 for each bond, deducting the 
$10, the new income 4s would be 
worth $85 for $250 of them, or a 
price of under 30 for a bond which 
has current earnings of five times its 
interest needs, and that is placing 
no value at all on 10 shares of a new 
stock which is currently backed by 
earnings of $3 to $4 a share annually. 
The market has placed this low ap- 
praisal on the long-term outlook for 
the new Rutland. It may change 
for the better after the reorganiza- 
tion plan is put into operation. But 
if $95 per $1000 bond is all that this 
prospect is worth, it would seem that 
$20 per $1000 note in the case of the 
“Soo Line” notes, cited above, is 
about $19.95 too high. 


What of the Future of Sugar? 


Current and recent-past earnings 
of the Cuban sugar companies have 
been large, and they promise to hold 
up as long as the European war lasts. 
Yet these stocks have acted for a 





Teeth to Bite the Axis. This new gear hobber in a Westinghouse Electric plant is 
rough-cutting teeth, to an accuracy of three ten-thousands of an inch, on a huge 
marine reduction gear. 
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been on a dividend basis since 1937, 
with 80 cents paid in 1941 and 20 
cents so far in 1942. The company 
recently sold its control of Basic 
Magnesium to Anaconda Copper. 


Real Estate Bonds Improving— 
Outlook for Stocks 


The accompanying table gives 
some of the statistics on outstanding 
real estate bonds. A number of fac- 
tors have operated to better their 
position. The most important is the 
cessation of new building, with pros- 
pects that there will be very little 
new construction of hotels, theatres 
and office buildings for years. An- 
other is the use by the government 
and the armed ferces of many parts 
of office buildings and entire hotels 
in leading cities. This mot only gives 
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tion used in buying real estate 
bonds. Waldorf Astoria bonds, for 
example, more than doubled in price 
in recent weeks, yet that exception- 
ally-fine hotel is financially in a very 
poor position. Not only has it failed 
to pay any interest on its bonds for 
many years, but it is heavily in de- 
fault on ground rent. While U. S. 
Realty & Improvement owns some 
excellent buildings, and its bonds 
have possibilities, the recent spec- 
ulative buying of the stock of this 
company seems to have little foun- 
dation in any nearby possibilities 
for anything on the junior issue, and 
the same applies on General Realty 
bonds and stock. On the other hand, 
certain real estate company stocks 
have very bright prospects for a 
long pull. Thus if Mortbon Cor- 
poration, Prudence Securities, Real- 


This department may stress lower- 
priced stocks, but often some of the 
best possibilities are in the higher- 
priced issues. There are many of 
them which are doing well in the 
war, despite high costs and high 
taxes, and which should continue to 
do well in the way of earnings and 
dividends when peace is restored. A 
company in this class is Union Car- 
bide & Carbon. The company is in 
so many different lines of business 
that it is an “empire.” Among its 
leading products are the gases, such 
as oxygen and acetylene, used for 
welding and cutting; a large num- 
ber of products used in motor car 
batteries; many products used in 
electrical work; others necessary to 
steel and other metal products; a 

(Please turn to page 200) 
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* See of the offensive on a large scale by Amer- 
ican forces, both in Africa and in the southwestern Pacific 
zone, has intensified an already tremendous demand for 
steel of all kinds, particularly alloy steels, which are 
especially important in the preparation of armament and 
munitions. 

Among the prominent independent steel organizations 
whose output is being increasingly devoted to the manu- 
facture of alloy and special steels is Allegheny Ludlum 
Steel Corp., which, as presently constituted, represents 
the merger in 1938 of Allegheny Steel Co. and Ludlum 
Steel Co. The mills of the former Allegheny Steel Co. are 
located at Brackenridge and West Leechburg, Penna., 
while those of the erstwhile Ludlum concern are situated 
at Watervliet and Dunkirk, N. Y., and at Wallingford, 
Conn., and Ferndale, Mich. 

Ingot-making capacity was measurably enlarged in 
1941, and is understood to be about 508,000 tons at the 
present time. More than a score of different types of 
steel products are manufactured, and in peace time these 
are marketed chiefly among the automotive, electrical, 
food, dairy, tool and other industries. 

With respect to further plant extension, the company 
stated in March of this year that a “lease agreement has 
been entered into with the Defense Plant Corporation, a 
governmental agency, whereby the corporation will build 
a plant for the Defense Plant Corporation at an esti- 
mated cost of $4,650,000 and operate it under lease for 
the production of war material.” No further details 


with respect to this project have been made public, 
according to available data. 
One of the interesting developments in the steel indus- 
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BY PHILLIP DOBBS 


try in recent years was the creation of a new product 
known as “Pluramelt steel.” The advantages of this 
product are stated to be resistance to shock, extreme 
hardness and resistance to wear. Extlusive rights under 
patent for manufacture of the Pluramelt process have 
been obtained by Allegheny Ludlum. 

In view of the prominent position occupied by this 
company in the manufacture of alloy and special steels, 
it is pertinent to observe that these types command a 
considerably higher price than do the ordinary carbon 
steels because of their greater manufacturing costs. 
Their properties include resistance to corrosion; extreme 
hardness; resistance to shock; retention of their physical 
qualities under intense heat—and they can be made much 
stronger than can carbon steels. 

During recent years, utilization of alloy steels has con- 
siderably expanded. Such steels enable increased rates 
of speed in the operation of metal working machinery; 
furthermore, they permit decreased weight of metals, as 
well as greater precision in the operation of many types 
of machines, and also have many applications in the 
preparation of household utensils. 

Another product of the company used in the building 
irades is “Ludlite,” this being a stainless steel paneling 
backed by mineral composition which is used for the 
lining of shelves and for application to walls for dec- 
orative or protective purposes. 

On a consolidated basis, operations for the past three 
calendar years have been profitable. Following a deficit 
of $1.04 per share of common in 1938, net income ad- 
vanced to $3.86 per common share last year from $2.78 
per share in 1940. Substantially increased tax allowances 
this year, computed on the basis of the 1942 Revenue 
Bill, reversed the earnings trend, and profits for the nine 
months ended Sept. 30, 1942, declined to $2.16 per share 
from $3.04 per share in the corresponding 1941 months. 

The financial status of Allegheny Ludlum at the close 
of 1941 was satisfactory. Current assets of $25,010,000 
included cash of $2,989,000 and U.S. Government bonds 
worth about $240,000, while inventories were carried at 
$14,218,000. Current liabilities totaled $12,481,000, these 
including tax provision ‘of $7,460,000. There was no 
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—lUnder Total War and The Peace To Come 
By A. T. Miller, Investment Authority 
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humanly possible, help you to safeguard your capital. It will also point out the speculative and investment 
opportunities unfolding in the era of expansion at hand which will be the greatest we have ever known. 
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the most practical. To be sure of receiving a copy, send your order today as we print only a limited edition. 
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funded or floating indebtedness, and capital consisted of 
28,370 shares of 7% cumulative preferred of $100 par 
value (callable at 110) and 1,256,251 shares of no-par 
common. Patents, patterns and good-will were carried 
at only $1, while earned surplus at the end of 1941 aggre- 
gated $13,683,000. 

Disbursements on the common stock, in varying 
amounts, have been made in every year since 1939. 
Including the payment of $0.35 per share scheduled for 
Dec. 23, total distributions this year amount to $1.55 
per share, these comparing with $2.25 in 1941, $1.50 in 
1940 and $0.50 in 1939. 

The higher wages granted to steel mill employees sev- 
eral weeks ago will play an increasingly important role 
in over-all operating costs in future months. The W L B 
decision awarded an increase of $0.44 per day for the 
general industry, this being retroactive to last February. 
However, an offset will be provided in the resultant lower 
Federal taxes, and comparatively little effect on net in- 
come available for dividends is indicated: assuming that 
no further wage advances of importance are granted in 
the near future. Further action in this connection will 
be governed by possible rises in living costs. 

With the insatible maw of Mars consuming steel on an 
unprecedented scale, the question of adequate supplies 
of raw materials becomes of transcendent importance. 
The nationwide scrap metal drive has been of tremendous 
value in keeping the mills well supplied with essential 
scrap, but unremitting effort in this regard is imperative. 
According to a recent observation by “The Iron Age,” 
present scrap piles are barely adequate for a month’s 
requirements. 

Of particular significance in this connection, and with 
especial bearing on the outlook for Allegheny Ludlum, 
was the development last summer by the industry of ten 
new alloy steels made largely from scrap steel. These new 
alloys have been officially approved for war use, and 
their increasing use will mark an important contribution 
toward the conservation of scarce materials, while the 
resulting standardization should make possible many 
operating economies. Supplies of stainless steel scrap, 
essential to the operations of Allegheny Ludlum, are 
believed to be adequate for immediate needs, and suffi- 
cient quantities of domestic chrome ore are also 


necessarily result in postponing that victory, whether 
such situation be occasioned by shortage of materials or 
by scarcity of labor supplies. 

Assuming near-capacity operations for the duration, 
the question logically arises: what of the peace? Termi- 
nation of hostilities will witness hectic re-conversion of 
functions to the pre-war basis, and Allegheny Ludlum 
will be confronted with increasing competition in the 
alloy and specialty steel divisions of the industry. Recon- 
struction and modernization of structures of many types, 
as well as of machinery, tools and other equipment, will 
impose heavy demands upon the specialty steel makers, 
and there is every reason to anticipate that this company 
will succeed in obtaining its customary quota of business. 
Moreover, if the hopes held out for the broad extension 
of the use of “Pluramelt steel” are eventually realized, 
the competitive position of the company will be measur- 
ably strengthened. 

Fairly wide fluctuations have characterized the course 
of the common shares in recent years, the range between 
high and low prices being as much as 100% in 1938 and 
1939. Many attractive speculative opportunities have 
thus been provided, these being predicated on expecta- 
tion of excellent earnings reports which were subse- 
quently realized. 

A somewhat parallel situation exists at the present 
time. Earnings for the full vear 1942 are estimated at 
from $2.50 to $2.75 per share. Dividends will probably 
be continued, at least for the near future, on the recent 
basis of $0.35 quarterly. On this basis, the stock at cur- 
rent levels of about 18 offers a return of over 714%. 

Steel, of course, is the traditional “prince or pauper” 
industry, and commitments in the common shares of steel 
companies are inherently speculative. Acknowledging this 
consideration, it is our view that the specialized character 
of the operations of Allegheny Ludlum, with expectation 
of continued good earnings reports, renders the com- 
pany’s common shares attractive, both for income and 
fair price appreciation, at prevailing market quotations 
which are only 2 points above the year’s low. The steel 
stocks have lagged in market recovery and thus technical 
position is strong enough to suggest that maximum prob- 
able decline can be considered relatively small. 





understood to be available. 


: : : : DLS. 

It is obvious that maintenance of operations 50 
at maximum levels by the steel makers depends 

not only on the adequacy of supply of raw ma- 40 
terial, but also on the amplitude of man power. 

The Army and Navy have made heavy inroads 30 


into the factory personnel of the big steel pro- 
ducers, and it is said that reclassification by draft 
boards in the mill regions will result in further 
heavy drains upon supplies of such workers, as 
soon as replacements can be obtained through 
training of men who are exempt from military 
service. Moreover, some of the plants are also 
employing women in various phases of produc- 
tion, particularly in operations where great 
phyical strength is not required. 

Steel in tremendous quantities is indispensable 
to an Allied victory, and there can be little doubt 
that Federal authorities will exert every effort 
to avert an operating situation that would un- 
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The Personal Service Department of Tue Magazine or WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4. If not now a paid subscriber use coupon els#where in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





International Minerals & Chemical 
Corp. 

With International Minerals and Chemical 
common holding around its year’s high of 
9%, I am very grateful for your advice last 
year to retain my 400 shares of the old Inter- 
national Agricultural common as a specula- 
tion. I now have a sizable profit and recently 
received as 50c dividend which you had an- 
ticipated as far back as early July. You have 
analyzed this situation accurately and I would 
appreciate you opinion on what action to take 
now. I understand the new company still has 
tremendous possibilities in the manganese. 
chemical and other fields —F. J. D. of De- 
troit, Mich. 


With the common stock holding 
around its year’s high of 91, up 
from 314, stockholders have every 
reason to be pleased with the out- 
look. It really seems as if rejuvena- 
tion of this old concern had taken 
place. The merger of the former In- 
ternational Agricultural Corp. with 
Union Potash & Chemical Co. was 
effective March 31 of this vear. The 
new company’s annual report for the 
year ended June 30, 1942, showed 
net earnings of $2.97 a share against 
an expectation of $2. Also an un- 
expected dividend of 50 cents was 
authorized by directors. Exact com- 
parison of net income was not avail- 
able because of the merger. The 
excellent year in the fertilizer indus- 
try was reflected by International. 


186 


Net income for the period was $1,- 
786.342 for the merged company. 
Balance sheet shows a strong work- 
ing capital position, current assets 
$9,000,000, one half cash, current lia- 
bilities $1,800,000 in round figures. 
The common stock totals 467,279 
shares, preferred 4%, 98,370 shares. 
Funded debt equals $6,848,840 which 
the management hopes to consoli- 
date and fund at an early date. The 
intention of the present manage- 
ment is to make the company into 
a leader in the field of the mineral 
division of the chemical business. It 
is now one of the biggest producers 
of potash, and will soon be an im- 
portant producer of magnesium, the 
great new metal (new in commercial 
quantities) , for the Government. It 
has entered into a contract with the 
Metals Reserve Corp. to construct 
and operate a manganese mine in 
South Dakota. The bulk of this 
element has always been imported 
from China, Cuba and South Amer- 
ica. It is an absolute essential in 
steel manufacture, assuring Amer- 


Inquiries 





ican producers of a ready market. 
These are ambtious plans for which 
no guarantee of success exists. 
Should they culminate as hoped a 
fine speculation is present. Common 
dividends can now be confidently ex- 
pected. This security thereby carry- 
ing itself justifies increasing commit- 
ments for, at least, the duration of 
the dividend. 





Congoleum-Nairn, Inc. 


My Congoleum-Nairn has done so well 
marketwise despite its lowered earnings, I am 
beginning to feel the worst is over and now 
would be the time to add to my shares. I 
already have 150 at 211%. I have read that 
priorities on materials are not hampering 
operations to any great extent because ex- 
cellent substitutes have been developed; also 
that war work is expanding. Of course, my 
decision will rest on the prospects over the 
near and longer term ... on whether the 
downtrend in earnings will be quickly arrested 
and turned around. Your counsel in my prob- 
lem will be highly valued—O. M. R. of 
Olean, N. Y. 


This company is one of the few 
corporations whose norma! peace 
time products are of use in war. 
Heavy linoleums, are — standard 
equipment for the Navy, Govern- 
ment buildings, ete. The demand 
for new small homes is being greatly 
augmented by lack of construction 
during the war months, assuring ¢ca- 
pacity business on return of peace. 
Had war started five years ago Con- 
goleum would have found itself in 
a tight place, are far as raw materials 
are concerned. Once large quanti- 
ties of cork (Spain), burlap (India) 
were required. Now neither of these 
materials are used in the more popu- 

(Please turn to page 192) 
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CONCLUSIONS 


INDUSTRY—Employment at new high. Forty-hour week law im- 
pedes war effort. 


TRADE—Department store profits to top last year's. Large retail 
and wholesale firms must reduce inventories to "normal" by 
April Ist next. 


COMMODITIES—Commodity futures markets continue irregular 
trend during past week. 


MONEY AND CREDIT—Nation's stock of monetary gold dips 
below last year. 


While carloadings, lumber shipments and paperboard produc- 
tion have reported somewhat better than normal improvement since 
our last issue, dips in other. components of this publication's weekly 
index have produced a further fractional decline in aggregate busi- 
ness activity. Lend-lease aid reached a new high of $915 million 
in October; and for four months ended October 31 totaled 2.7 bil- 
lion of which $1.8 billion represents military items. 

More than 150 companies with common stocks listed on the New 
York Stock Exchange have thus far reported greater profits for three, 
six, or nine months ended September 30 than for like periods last 
year. The showing would be even better had all reports followed the 
S E C's recent advice that the 10% post-war excess profits tax 
credit be deducted from current year's tax reserves; so that the re- 
fund will be reflected in current income. Cash dividends declared 
during October were 10% less liberal than for the like period last 
year compared with a ten-months' decrease of only 5%. 

“os 


The outlook for ultimate victory in our war against national gang- 
sterism abroad and the foes of private enterprise at home is immeas- 
urably brightened fundamentally by recent war developments and 
the November elections. Republican successes at the polls will 
restore a more normal political balance in Congress next year, 
thereby checking the drift toward State Socialism and effectively 


(Please turn to the following page) 










187 








Business and Industry 






























































Latest Previous Last 
Date Month Month Mite PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION(a)| Oct. 188 185 164 (Continued from page 187) 
INDEX OF PRODUCTION AND quashing any possible threat of post-war dictator- 
ees... ce Sept 0 ship at home. We know now that it can't happen 
pt. 120 118 11 : ies ; 
Gt RAIS Ee Sept. 130 198 145 | Se te Coens ae Sveter 
Durable Goods............... Sept. 149 146 123 ee age Mane seg a 
Maen Sent. 115 113 109 ary limit will end with the war and should not 
Primary Distribution............ Sept. 133 134 113 be regarded as social reform. From now on there 
Distribution to Consumers....... Sept. 88 93 100 will be more vigorous prosecution of the wan— 
Miscellaneous Services......... Sept. 125 126 102 both great political parties agree on this—but 
wider differences of opinion as to post-war aims. 
WHOLESALE PRICES (h)....... Nov. 100.1 99.7 n:3 | Ween ter, Wives Semen Mar Hee ‘sone 
| be restored for natural rubber, and Rubber 
COST OF LIVING (d) Director Jeffers' assertion that the U. S. will 
OST OA ia tia tan never again be dependent upon any foreign coun- 
seca tiisicte Oct. 99.5 98.6 91.9 P y 9 
... Saas Oct. 105.4 102.8 90.7 | try for rubber. 
NE eat ich: ws SAS une oes Oct. 90.8 90.8 89.2 
ea SRR ana Oct. 88.5 88.4 78.3 ies 
oR Om RR AE I cc ge ee eo aa 
Purchasing Value of Dollar...... Oct. 100.5 101.4 108.8 os — hong on ee — 
‘ _— r) A mi “ie — a ae op 
ncluding the armed forces abou of the 
NATIONAL INCOME (cm)j{....| Sept $10,128 9,157 8,280 — is = at — rey norma peace 
ime working force reckoned at of the popu- 
CASH FARM INCOME; lation. By the end of 1943 it is ponent that 
Farm Marketing............... Sept. $1,707 1,412 1,286 . . 
¥ ‘ ! ’ ' approximately half of our people will be occu- 
Including Gov't Payments....... Sept. 1,734 1,435 1,314 cad 2 lvi F ate F 
ese oe ’ pied in supplying military and civilian require- 
rices Received by Farmers (ee)..| Sept. 160 161 136 . ‘ 
' ‘ ments. This would involve overemployment of 
Prices Paid by Farmers (ee)...... Sept. 152 152 138 te F 
ee ee a around 13 millions, contrasted with underemploy- 
Paid (ec) tices . ment of similar magnitude in the depression year, 
RcieG'nieisis 6 wiles. ¥iescieis ept. 107 107 102 1932. The 40-hour week, devised to spread work 
and alleviate unemployment during depression 
te (f) Sent 1429 165.7 141.3 years, becomes an anachronism in the present 
erento Taw ai Stee eeeeees Sept. 1938 195.9 193.8 manpower crisis and a threat to our war effort. 
FACTORY PAYROLLS (f)..... Sept. 2905 14.7 1626 _ 
Expanding employment at rising wage rates is 
RETAIL TRADE creatin tae 
g an unprecedented demand for food and 
sy 0 remy S| Sr Sept. $4,879 4,678 4,583 clothing while reducing the supply of agricul- 
ot Co C) Sept. 104.7 106.5 137.8 tural labor needed to grow the raw material for 
Ch ae ~_ Goods (a)........| Sept. 161.4 166.0 140.5 these two prime necessities. Since the outbreak 
: a vive eee Oct. 181 183 146 of war in August, 1939, food prices have risen 
etail Prices (s) as of............. Oct. 113.1 113.4 106.2 38% and clothing 23%. Owing, however, to 
ne poate oo housing p= Pigps 
uel and lig 0), the aggregate cost o 
FOREIGN TRADE living is up only 18%; but is still climbing, due 
Merchandise Exports t ee Sept. $712 $696 $413 solely to rocketing food prices which are up 12% 
Cumulative year’s totalf to...... Sept. BS |. “ne wcom 3,254 since Pearl Harbor. Ceilings have effectively sta- 
Merchandise Importst td ene ae iat Sept. 199 192 264 bilized other living costs, including clothing, ‘dur- 
Cumulative Year's totalf to...... Sept. asoor  ESIES: 2,315 ing the past six months; but authorities lack the 
icammiatnane army of enforcement agents needed to control 
RNINGS food prices charged by small dealers. OPA 
Total Operating Revenues*..... Sept. $697,792 683,806 488,978 receives 12,000 complaints weekly. On the other 
' Y 
Total Operating Expenditures*..| Sept. 399,705 399,292 312,288 hand, not all of the food rise should be charged 
‘ ‘ ‘ g 
RE eR ae Sept. 127,258 132,893 61,147 to avarice. It is estimated that food require- 
Net Rwy. Operating Income*...| Sept. 154,631 135,264 104,357 ments for military and lend-lease purposes next 
Operating Ratio %............ Sept. 57.28 58.39 63.87 year will be 50% above 1922—absorbing 20% of 
farm production. Civilians too are eating more, 
STEEL 8 as evidenced by a 20% rise in restaurant sales 
Ingot Production in tons®.......| Oct. 7,584 7,067 7,236 over last year. 
Year's Total Production* to..... Oct. 71,603 64,019 68,725 
Shipments, U. S. Steel in tons*®..! Oct. 1,787 1,703 1,851 i ti 
GENERAL Senator George thinks that next year’s Congress 
Paperboard, new orders (st).......| Sept. 444,131 423,399 542,792 — be ronagtten tate Rent gine av eatanting 
Lumber Productiont (bd. ft.)...... Sept. 2,751 2,902 2,943 individual income taxes on current, rather then 
Cigaret Productiont.............. Sept. 21,798 20,940 48,761 | “Wst year's, income. Advantages are so obvious 
Bituminous Coal Production * (tons).| Oct. ein. vane | alee en er ae ee ee ee Oe ee 
Portland Cement Shipments* (bbls.).| Sept. 20,150 21,282 18,984 | |t is the only practical way of tapping wer swol- 
Commercial Failures (c)........... Sept. 556 698 735 len incomes without imposing unendurable hard- 
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Latest Previous Year 
Date Week Week Ago PRESENT POSITION AND OUTLOOK 
M. W. S. INDEX OF BUSINESS 
ACTIVITY 1923-25—100...... Nov. 7 116.8 117.1 115.9 ship upon families who have not benefited from 
huge war expenditures. This year taxes were paid 
ELECTRIC POWER OUTPUT on last year's incomes which had been augmented 
oP ened tats a Nov.14 3,775 —-3,761-—=—«3,347_|_by war expenditures of only $14 billion. Naturally 
the amount so collected is wholly inadequate te 
TRANSPORTATION finance this year's war bill of $65 billion. On the 
Carloadings, total................ Nov. 14 826,601 829,490 883,890 | other hand, in times of contracting Government 
CTT TAR a se Nov.14 41,340 42,006 40,297 expenditures the customary retroactive method of 
_ a. le the Re ete Nov.14 165,241 163,193 168,262 | taxation is preferable; since it expedites reduc- 
ig. ee Nov.14 42,647 42,398 43,201 | tion in Government indebtedness. 
Manufacturing & Miscellaneous....} Nov.14 391,778 388,126 389,344 
‘2 eer eeg Nov.14 91,065 91,594 156,284 palette 
STEEL PRICES | The SEC is worried upon finding that personal 
Pig Iron $ per ton (m)............ Nov.23 23.61 23.61 23.61 | savings during the third querter rose to $11.4 
Scrap $ per ton (m).............. Nov. 23 19.17 19.17 19.17 billion, a new all time high, compared with $9 
Finished ¢ per Ib. (m)............ Nov. 23 9.305 9.305 2.305 | _ Dillion for the second quarter. New Dealers have 
: hitherto been all out for spending; but now shud- 
STEEL OPERATIONS der at the thought that these billions may sud- 
% of Capacity week ended (m)....} Nov. 19 100.0 99.5 97.5 denly be poured out in a competitive orgy of 
spending, thereby boosting prices, unless chan- 
PETROLEUM nelled into Federal coffers or impounded. 
Average Daily Production bbls.*..| Nov. 14 3,879 3,838 4,086 Psychologists tell us it is about as hard to induce 
Crude Runs to Stills Avge. bbls.*..| Nov.14 3,788 3,674 4,054 a saver to spend as to persuade a spender to 
Total Gasoline Stocks bbls.*...... Nov.14 79,418 79,238 83,683 save. Why not encourage the former and get 
Fuel Oil Stocks bbls.*........... Nov.14 78,631 78,317 94,972 | after the latter? 
Crude—Mid-Cont. $ per bbl...... Nov. 23 eld, Tt 1.17 otené 
Crude Pennsylvania $ per bbl... .. Nov. 23 2.55 2.55 2.23 
Gasoline—Refinery $ per gal...... Nov. 23 9.092 0.117 0.85 Utility operating companies now save the 16% 
7 ————| surtax on amount of preferred dividends paid; 
— CONSTRUC- but holding companies are no longer entitled to 
y i i ivi received. 
Volume® (en)..........+..+<. Mov. eStengen eases 4 ase’ | OO eee 

















t—Millions. *—Thousands. (a)—Index Federal Reserve 1935-39—100. (b)—Federal Reserve Bank of N. ¥. 100%—estimated 


long term trend. (c)—Dun & Bradstreet. 


(e)—Dept. of Agric., 1924-29—100. 
(h)—U. S. B. L. S. 1926—100. 
1935-39—100. (p)—Polk estimates. 
tons. 


(m)—lron Age. 
(pl)—Preliminary. 


(cm)—Dept. of Commerce estimates of income paid out. 
(ee)—Dept. of Agric., 1909-14—100. 
(j)—Adjusted—1 929-31—100. 
(pc)—Per Cent of capacity. 


(en)—Engineering News-Record. 
(n}—1926—100. 
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(d)—Nat. Ind. Conf. Bd. 1923—100. 
(f)}—1923-25—100. 
(n. i. ¢. b.)—Nat. Ind. Conf. Bd. 
(s)—Fairchild Index, Dec., 1930—100. (st)—short 

















1942 Indexes 














1942 Indexes 
No. of 
Issues (1925 C1—100) High Low Nov. 14 Nov. 21 (Nov. 14, 1936, Cl._—100) High Low Nov. 14 Nov. 21 
270 COMBINED AVERAGE. . w5-3 640.4 « «SAT. CSAA 100 HIGH PRICED STOCKS... 53.35 43.20 52.32 51.79 
100 LOW PRICED STOCKS.... 44.60 31.66 44.20 43.77 
3 Agricultural Implements.... 93.1 72.7 93.1A 90.2 3 Liquor (1932 Cl—100).... 194.3 137.5 192.2 191.5 
9 Aircraft (1927 Cl—100)... 172.6 123.8 145.1 143.5 SINMMACHINGY. bovine ce aces 83.8 679 19.6 19.4 
4 Air Lines (1934 Cl—100).. 337.9 178.4 336.6 336.3 UES CO", Cr 61.8 45.2 61.5 61.8A 
Ae, ae 41.0 27.0 40.1 40.2 A Wea PECKING. 63s 2.5< oc.:0:--2 46.0 29.5 38.2 36.3 
13 Automobile Accessories... 89.2 70.4 86.0 85.8 9 Metals, non-Ferrous........ 131.7 100.0 115.2 111.3 
13 Automobiles............. ots 7.14 #106 10.4 MRANGE Cc sawcdccetcecencos, thee 8.8 9.4 9.3 
3 Baking (1926 Cl—100).... 8.1 5.0 AL 7.5 pS OTE ee 84.2 59.8 83.5 82.7 
3 Business Machines......... 122:5 84.7 I99:5€ 190.9 16 Public Utilities............ 23.7 13.7 23.7A 22.9 
2 Bus Lines (1926 Cl.—100).. 646 38.2 Sao 55.2 3 Radio (1927 Cl.—100). ta 59 112 11.38 
GI GHENNCMIE, oasis srics «bc = 156.3 126.3 152.2 150.4 7 Railroad Equipment........ 37.9 286 341 33.6 
VA Romstruction’. ....:..0.65 si: 3: 231. 164 “S35 329 | "A@IRaNOA sca tcescees “ERO 716 105 10:32 
pe ee 1755 4904 170GAR167S | 3 Siaeiy..........:.-.2-... | a a 
S Ganner A Bint. <cecncccsss oot 58.6 68.7 68.1 SSRI DUCE « «. «5: <0 6 wes 112.0 842 92.0 88.2 
2 Dairy Products............ 30.1 25.5 286 28.5 42 Steet SONON. 5 ooo sce sees: 65.0 53.1 61.2 59.3 
6 Department Stores......... 43 124 138 1546 Or ee 
6 Drugs & Toilet Articles..... 52:0. 37,3 50.1 52.0B YLT ee ae ea ee 183.0 137.5 180.4 176.3% 
2 Finance Companies. ....... 155.9 99.5 153.6 155.9A 3 Telephone & Telegraph 67.4 306 61.7 674€E 
TEOOU HENGE: «5 oo iss 67.5 o> 81.2 60.6 79.7 81.2A GN GMNRM ao on aia sins hats un 34.8 244 341 33.6 
DAL ASGG CU a rear AS) ‘3a0 . 3h0, 2e.0 3 Tires & Rubber............ 15.5 To t35€ 453 
BTM oso ole osc co ssi gioronsce 3355 23.7 822. 329 PLC ee Ee 55.3 40.7 51.4 50.0 
2 Gold Mining. ............ 631.7 315.4 497.2 631.7A 2 Variety Stores............ 187.2 147.7 182.4 180.4 
6 Investment Trusts........... 729 #138 #391 O.7 19 Unclassified (1941 Cl—100) 128.5 90.8 128.5A127.3 





New HIGHS since: A—1941; B—1940; 








C—1939; E—1937. 
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Commodity prices moved sidewise in the past week. 
Higher grain prices offset small losses in cotton, so that the 
Dow-Jones commodity futures index as of November 20 
gained .04 to 84.95. The trend in the futures markets is 
irregular, spotty, and shows no underlying movements of 
importance. Traders continue to await commodity price 
control developments, and transactions are held to a mini- 
mum. In the wheat market mill buying has predominated, 
absorbing scattered commission house selling and December 
liquidation. A burst of hedge selling in late trading unset- 


Trend of Commodities 


tled cotton. Some quarters viewed the near prospects 
favorably despite the sell-off, on the idea that a substantial 
backlog of price-fixing orders is being built up in connection 
with large government textile awards recently made. In 
the metal markets a good demand for December lead con- 
tracts has recently developed as consumers endeavored to 
fill next month's requirements. Zinc dealings were relatively 
quiet. The copper market continued awaiting further de- 
velopments concerning the revision of basic production ton- 
nages that are to receive the ceiling price of 12 cents. 
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RAW MATERIAL PRICES 
MWS INDEX 
































28 Basic Commodities......... 170.1 170.3 
import Commodities .......... 162.4 162.5 
Domestic Commodities ........ 175.2 175.6 





U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1929, equal 100 
Nov.20 Nov. 13 


Nov.20 Nov. 13 


Domestic Agricultural ........ 186.6 188.3 
Foodstuffs ...... S RsiMewieue ee eave 191.8 192.2 
Raw Industrial .............. 155.2 155.4 

















Butter. W P B has frozen half the country's supply of cold 
storage butter in the 35 principal markets of the nation to insure 
that the fighting forces and lend-lease will be able to satisfy 
their requirements, as of the immediate future. This temporary 
expedient will be superseded by an order on current production, 
the effect of which will be to reduce per capita civilian consump- 
tion from 17 to 15 pounds a year. Although this in itself 
will not make rationing necessary, it is indicated that the diver- 
sion of more milk products into fluid milk supplies might cut 
far more seriously into civilian butter stocks. Rationing would 
then become more than probable. 

Tea. Pulbic reaction to the coffee rationing order will prob- 
ably determine whether it will be necessary to ration tea in the 
nation. The Tea Bureau's third quarterly survey shows stocks on 
hand and expected shipments to March 31, totaled 64 million 
pounds of tea—equivalent to more than a year's needs under 
W P B regulations. The coffee rationing program has caused 
increased purchases of tea in grocery stores in some areas, but 
it is too early to judge their significance. 

Sugar. Reports from Florida and Louisiana place the sugar 
cane crop of those two States over 7 million tons, with an in- 
dicated sugar yield of about 560,000 tons, the largest sugar pro- 
duction for those States on record. While the sugar beet yield 








Commodity Briefs 


is indicated 12.7 million tons, or 4 per cent above the previous 
record crop of 1940, the harvesting of the present crop is being 
hampered by lack of experienced workers. 

Rye. The open market interest in rye has recently reached 
a new high of 34.7 million bushels. This position is the result of 
buying, mainly of a speculative character. Traders believe rye 
is cheap and that it will be in big demand after the war to feed 
Europe. Also rye is regarded by many traders as being out of 
price line with wheat. Normally rye sells within 10 to 20 cents 
of wheat, but at present it is 60 cents a bushel under wheat. 

Hemp. To supply fibers formerly imported from the Philip- 
pines and other countries, but now cut off by the war the CC C 
is formulating a program designed to expand production of hemp 
fiber in the United States. The program calls for planting 12,000 
acres in six States where it was grown last year—Kentucky, In- 
diana, Illinois, Wisconsin, lowa and Minnesota. Fiber plants 
will be erected in 71 localities. Production of hemp was a thriv- 
ing American industry in colonial days. 

Cotton. Cotton consumption of lint cotton by mills of the 
U. S. during October amounted to 972,490 running bales against 
955,657 in the like 1941 month. Fewer spindles, however, were 
active, totalling 23,012,046 against 23,054,236 in the like month 



































a year ago. 
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Investment Audit of 
Tidewater Oil 





(Continued from page 181) 


quarterly is continued, a return of 
over 644% is available upon the 
common shares at prevailing market 
prices. 

The long-term trade prospects of 
the company are satisfactory, par- 
ticularly in view of the secular 
growth of the petroleum industry. 
Price unsettlement in the future, as 
in the past, will no doubt disturb 
the industry occasionally, but this 
should have no more than a transient 
effect upon the course of company 
carnings. Maturities of bank loans 
and of serial notes present no serious 
problem to the company, and a 
sound status in this regard should 
be maintained. 

The common shares, selling near 
the lowest prices in several years, 
may therefore be purchased in 
limited amounts as a speculation for 
income and moderate market appre- 
ciation. 

Among recent developments of in- 
terest in the petroleum industry, 
particularly with respect to Fed- 
eral activities, is a statement by 
R. K. Davies, deputy coordinator, 
Office of Petroleum Coordinator, 
that there is “no necessity for gov- 
ernmental entry into the oil busi- 
ness, in order to conduct a develop- 
ment program that would stimulate 
exploration and wild-cat drilling.” 

In connection with the price ad- 
vance proposal, which has_ been 
advocated by the oil industry, as a 
method of stimulating exploration, 
Mr. Davies asserted that such pro- 
posal was being considered by the 
OPC. It was asserted that there 
was more to the question of price 
than the need of stimulating ex- 
ploration, and among the factors 
which have a significant bearing on 
the situation are the changed and 
changing costs of operation, capital 
requirements, and tax provisions. 

With regard to the practicability 
of a subsidy plan, Mr. Davies as- 
serted that, while he was skeptical 
as to its feasibility, full considera- 
tion would be accorded any pro- 
posal that promises a reasonable 
solution to the situation. He ack- 
nowledged that “both Government 
and industry agree that something 
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and experience. 





Model... 





according to Webster, is an “...example 
worthy of imitation.” 


Every Gulf petroleum product is made to do its 
intended job perfectly . . 
spare. In this, Gulf prod- 
ucts often serve as models 
—as examples for imita- 
tion by companies lack- 
ing Gulf’s vast resources 


GULF REFINING COMPANY 
3800 Gulf Building, Pittsburgh, Pa. 


GULF OIL CORPORATION - 





. With something to 














must be done to stimulate explora- 
tion and wild-cat drilling.” 

Bruce K. Brown, assistant deputy 
coordinator of the OP C, states that 
nationwide rationing of gasoline 
means that oil refineries must dras- 
tically revise their operations to ob- 
tain more fuel oil and less gasoline, 
if the war program is properly to be 
serviced. 

Efforts to increase the movement 
of petroleum into the Eastern states 
by railroad are also receiving the 
close attention of Governmental 
authorities. Although he stated that 
prognostications are difficult, Joseph 


B. Eastman, Director of Defense 
Transportation, says that factors 
which favor an increase in the rail- 
road oil movement were: trainlot 
movements, which are steadily ex- 
panding; the present and prospec- 
tive deliveries in trainlots at central- 
ized destinations; and the approach- 
ing completion of the 24-inch pipe 
line to Illinois, which will reduce the 
railroad haul to the East with re- 
sults equivalent to the adding of 
about 8,000 tank cars to the equip- 
ment supply. 

The unpropitious factors, accord- 
ing to Mr. Eastman, are the ap- 
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proach of winter, which naturally 
interferes with traffic movements, 
particularly in the event of frequent 
stormy weather; the strain on rail 
motive power as a sequel to the tre- 
mendous increase in war traffic, as 
well as troop movements; and con- 
dition of rail tank car equipment, as 
a result of the tremendous burdens 
imposed upon such rolling stock, 
following the sharp curtailment in 
movement of petroleum by tankers. 

Construction of more pipe lines 
will be an imperative necessity 
should the war continue for any 
great length of time, according to 
J. R. Parten, director of transpor- 
tation of the O PC, adding that per- 
mission of construction of another 
large line from the Southwest to the 
East Coast will be requested from 
the War Production Board. 

Supplies of oil to the East Coast 
will be increased by 120,000 barrels 
per day by the pipe line now under 
construction, Mr. Parten continued, 
and transport of oil to the east at 
this rate is expected before the end 
of the first quarter of 1943. This 
pipe line will also serve as an outlet 
for the war plants along the coast of 
the Gulf of Mexico. 

Because of the essential nature of 
the industry, with continuing and 
augmented demand assured for the 
post-war years, oil equities of the 
most efficiently managed organiza- 
tions come within the classification 
of “growth” issues. As in the case 
of all extractive industries, however, 
underground supplies can only be 
approximated, but in the view of 
eminent authorities in the trade, the 
potential oil resources of the United 
States are adequate for all antici- 
pated requirements over the next 
few decades. 





Stocks in Line for Higher 
Dividends 





(Continued from page 167) 


estimated earnings. The company 
has a good record in recent years, 
has no funded debt (the preferred 
stock issue is relatively small), and 
its cash position was considerably 
improved in June as compared with 
the year previous. 

Several of the machinery stocks 
appear to have excellent dividend 
possibilities: Babcock & Wilcox thus 


far has paid or declared less than 
one-quarter of estimated earnings, 
Chicago Pneumatic Tool about one- 
third, National Acme about one- 
fifth and Niles-Bement-Pond about 
one-sixth. However, these stocks are 
strictly war issues, for in the post- 
war period the demand for machine 
tools may drop to very low levels 
comparable with those of 1932. 

Anaconda Wire thus far has paid 
only $1.25 or about one-sixth of the 
estimated earnings for this year; fur- 
ther payments would seem logical. 

The moving picture companies 
have been aided recently by the 
transfer of “frozen” British’ funds, 
and their earnings are running above 
last year’s, hence increased disburse- 
ments by Loew’s, and others would 
appear in prospect, particularly as 
this industry does not face the dras- 
tic post-war readjustment which the 
‘war stocks” will have to provide 
for. 

U.S. Freight has interesting divi- 
dend possibilities. The company re- 
cently sold some important proper- 
ties, though a substantial amount of 
this cash will perhaps be reinvested 
in the business. The nine months 
earnings statement was unexpect- 
edly favorable despite the disturbing 
effects of Government regulations on 
their business. The company should 
also gain a considerable amount of 
tax relief by taking book losses on 
the properties sold. Due to the in- 
creased cash and maintenance of 
earning power, some special dis- 
bursement is anticipated by the 
Street. 





Answers to Inquiries 
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lar lines. Linseed oil comes now, 
as then, from Argentina and some 
interruption of supplies may come 
about here. Increased U.S. produc- 
tion of flax will tend to offset this 
rather distant threat, however. The 
management is conservative, em- 
ployee relationships, especially being 
of good calibre, bringing with it an 
optimistic outlook for this corpora- 
tion from all angles. An investment 
at present market levels of 16%, 
should provide a good percentage 
return coupled with really splendid 
future prospects. Quarterly divi- 
dends of 25 cents have been paid 
three times in 1942, the last on Sep- 


tember 15th to stock of record Sep- 
tember Ist. Congoleum has followed 
the policy of paying nearly all net 
out to stockholders in the form of 
dividends. As earnings will surely 
reach $1.20 per share for the full 
year it is believed the dividend rate 
is safe. Another 25 cent declaration 
would require $621,500, in cash. The 
balance sheet shows better than $7,- 
900,000 in cash and Government se- 
curities on hand out of total working 
capital of $15,000,000. Inventories 
are carefully checked and supervised, 
standing at present at $7,876,309. 


Texas Pacific Coal & Oil Co. 


Over two years ago, I bought 500 shares of 
Texas Pacific Coal & Oil at 8 for profit and as 
an inflation hedge. While the yield has been 
satisfactory, I am disappointed with the lack 
cf market betterment. Do you think this 
stock may advance substantially in the near 
future on the basis of increased production 
and higher crude oil prices? I would not want 
to sell just before the move I have long 
awaited gets under way. Will you please let 
me have your report and recommendation?— 
E. A. 8. of Pasadena, Calif. 

Oil producer and marketer, it af- 
fords a good hedge on inflation, since 
producing oils are facing less diffi- 
culty than those engaged primarily 
in the distribution field. War ration- 
ing and priorities are a very real 
obstacle to earnings for these; on 
the other hand the raw crude is 
urgently needed and capacity opera- 
tions are desired. This is a trans- 
formation from several years back 
when oil production was prorated, 
causing Texas Pacific to exert stren- 
uous efforts to maintain earnings. 
Some inroads on earnings due to 
heavier expenses are evident for the 
nine months ended September 30th, 
operating statement. While gross 
fell off only $51,000 from the $2,757,- 
000 reported in 1941 the net, after 
expenses, declined $71,000 to $1,- 
249,202. In addition it was found 
expedient to increase the deprecia- 
tion and depletion and Federal in- 
come tax item to $645,868 from the 
$570,412 reported in prior year. 
These deductions resulted in net per 
share of 69 cents comparing with 87 
cents at previous like accounting 
date. 

Under date of October 27th, 1942, 
the company declared the regular 10 
cents per share quarterly dividend 
plus 10 cents per share year-end spe- 
cial. These two payments brought 
the full year’s disbursements to a 
total of 50 cents, as was paid last 
year. 

The company’ efijoys an almost 
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unique tax position in that it has no 
liability for excess profits, thus per- 
mittting the common to receive al- 
most all the earnings in the form of 
dividends, only a small portion of 
earnings being retained against con- 
tingencies. 

Marketwise the shares, currently 
quoted around 734, are 234 points 
above the year’s low of 5 or better 
than 50 per cent. Reliable averages 
of petroleum stocks, as a group, indi- 
cate a rise of about 20 per cent. It 
can be seen that Texas Pacific Coal 
& Oil Co. is outstripping its field. It 
also plainly indicates an upward 
trend in the price of the share which 
is justified both by earnings stabil- 
ity, tax structure, and financial posi- 
tion. We would not be surprised to 
see the 1939 high of 113 very closely 


approached, provided adverse war 


developments do not upset all securi- 
ties markets, 

We feel that for a low priced, divi- 
dend paying speculation this issue 
offers favorable comparison with any 
in its field and believe that this is a 
good time to purchase the shares. 


St. Joseph Lead Co. 


Has the recent strength in St. Joseph Lead 
any special significance? At present levels, 
[ am tempted to buy 100 additional shares to 
average down my original 100 which cost me 
89. What is the outlook for the company 
under present taxes as against a possible in- 
crease in depletion allowances and the pre- 
mium price guaranteed by the Government 
for over-quota production of lead and zinc? 
Do you rate this stock favorably from the 
standpoint of capital appreciation as well as 
income?—M. P. R. of Augusta, Me. 


Currently selling at 314% St. 
Joseph Lead is up from 23, or 33 per 
cent. On average the non-ferrous 
group of metal stocks has risen but 
18 per cent. The reason for this 
exceptional rise in market value is 
to be found in the current statement 
of the corporation. Net profits were 
$2,142,208 after depreciation, deple- 
tion, Federal income and excess 
profits taxes, etc., equal to $1.09 a 
share on the 1,956,680 shares of capi- 
tal stock. This compared with net 
profit of $2,518,957 or $1.29 a share 
in the first half of 1941. The provi- 
sion for Federal income and excess 
profit taxes in the first six months 
of 1942 amounted to $3,895,785, in- 
cluding $502,757 applicable to the 
years 1940 and 1941. These figures 
are in comparison with 1941 taxes 
aggregating $1,623,988. The net op- 
erating profit item shows an increase 
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vital in the minds of our people. 


fashion we-all are responding. 


his heart. 
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THE GLORY OF DEMOCRACY 


ja sacrifices that are needed in order to win the war are apparent 


The Treasury’s appeals to buy War Bonds, the Government’s pleas to 
conserve gas and rubber, the economies required to avoid inflation, the 
necessity of rationing many essential commodities—all these have become 


Necessity has awakened us, not only to the size of the task before us, 
but to the fact that our future as a nation is at stake; and in characteristic 


Our hearts speak, our purses are open wide; and regardless of creed 
or color or political convictions, our honest differences of opinion are being 
dissipated before the issue that confronts us. 

This is the glory of democracy; that a man may think as he will, 
speak as he will, vote as he will, and worship God in his own way: yet in 
the hour of peril to the State, that which is for the greatest good of all 
is not only his most compelling thought but the strongest prompting of 


In that hour his thought is no longer of himself but of his country; 
and it is as though his soul were crying out those memorable words of 
Plato: ‘Man was not born for himself alone but for his country.” 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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of nearly $2,000,000 to the total of 
$6,718,972 for the six months ended 
June 30, 1942. This is by far the 
largest operating net in the com- 
pany’s history. This shows that the 
only draw-back to increased earnings 
is the tax situation. The new charges 
permitted under the law for deple- 
tion will result in a substantial in- 
crease in net per common share. 
Exact estimates are not available. 
The company is the largest domestic 
producer of lead and also one of the 
lowest cost producers. In addition, 
the company owns important zinc 
deposits and a small gold mine. Pro- 
duction in all divisions promises to 
be maintained at capacity levels 
throughout the current year—which, 
together with ceiling prices higher 
than the average which prevailed in 
1941, indicates that the company 
will report a substantial gain in op- 
erating profits before taxes. On the 
whole. it would appear reasonable 
to anticipate earnings this year sufli- 
ciently in excess of the present $2.00 
dividend rate, to justify maintenance 
of the 50 cent quarterly payment. 
The company’s financial position is 
excellent. In relation to the com- 
pany’s long record of profitable op- 





erations and its important position 
in its field, prevailing levels for the 
shares would appear to constitute a 
conservative appraisal of prospective 
earnings and dividends. Not to be 
overlooked in the company’s balance 
sheet is its 89 per cent stock interest 
in Aguilar Corp., an Argentine pro- 
ducer of lead, silver and zinc. In- 
dustrial companies with South 
American subsidiaries have been 
amongst the leaders of the current 
rise in the stock market as witnessed 
by Patino Mines currently around 
27, up from 9 a few years ago. When 
it is realized that only taxes pre- 
vented this company from showing 
its highest net earnings in its his- 
tory, that all departments are cur- 
rently working at capacity, the 
added attraction of South American 
properties, the probable continuous 
war conditions which made all this 
possible, we feel that additional in- 
vestment in these shares is war- 
ranted even at these relatively high 
prices for the shares. 





Motor Wheel Corp. 


Selling at less than six times its earnings in 
the past year, Motor Wheel common appears 
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Act NOW to Capitalize On 


Current Market Situation .. . 


ITH the market is a consolidation area reflecting year-end tax adjustments 
. .. exceptional new opportunities are developing in situations offering liberal 


dividends plus capital growth. 


Now ... when you may prepare to take advantage of the dynamic phases of this 
recovery spiral in early 1943... we suggest that you enroll with The Forecast. 
As one of our subscribers, you will be advised definitely what and when to buy... 


and when fo sell. 


By enrolling promptly, you will participate in our new selections for income and 


price appreciation. 


Our New Trend Indicator 
Gauges Today’s Movements 


Our Intermediate Trend Indicator is proving its 
continuing accuracy as a sound basis for our tim- 
ing counsel to our subscribers. 


In actual operation for over six months ... you 
have the assurance of knowing that our definite 
recommendations are coordinated with this baro- 
meter . . . tested through almost three years of 
intensive laboratory work during which major 
turning points and movements would have been 
forecast as follows: 


57 points gain on 
the long side of M.W.S. Dow-Jones 
Index Ind. 
the market alone 
. while Dow. | SELL April 6, 1940.. 67.1 151.10 
BUY June 10, 1940. 45.3 111.84 
SELL Nov. 7, 1940.. 59.8 137.70 
BUY April 23, 1941. 46.8 116.40 


Jones Industrials 
declined 58 points 





-+-@ record of 115 | SELL Aug. 1, 1941.. 56.7 128.20 market and investment programs to recover losses 
points better then BUY April 23, 1942. 41.4 95.00 ly il . 1 ° 
Nap rnalg and build up your capital and equity. 
FREE THE INVESTMENT AND BUSINESS FORECAST 
: of The Magazine of Wall Street 
Se rvice ; 90 BROAD STREET CABLE ADDRESS: TICKERPUB NEW YORK, N. Y. 
? 
to ; I enclose [} $75 to cover a six months’ test subscription [] $125 to cover a full year’s subscription to 
? The Investment and Business Forecast starting at once but dating from January 1, 1943. (Your sub- 
J 1 scription shall not be assigned at any time without your consent). 
Jan. 


Forecast Service Geared 
to Your Individual Needs 


For Short Term Moves: Through our Trad- 
ing Advices, Bargain Indicator and Unusual Op- 
portunities . . . we will advise you what and 
when to buy and when to sell .. . to take advan- 
tage of intermediate swings. If you desire, these 
recommendations will be telegraphed . . . to reach 
you quickly after being decided upon. 


For Longer Term Investment: Also, through 
a sound program concentrated in a fixed number 
of securities, we will counsel you in creating a 
backlog for income and appreciation . . . to meet 
today’s war and inflation conditions. You will be 
advised what and when to buy and when to sell. 
Let THE Forecast help you conduct strategic 
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undervalued to me. I have 250 shares at 18 
and am inclined: to hold on or even purchase 
more unless you write me to the contrary. 
One of the things that concerns me is the 
financial position of my company and its ob- 
ligations incurred for special war equipment 
plus the heavier tax burden. To what extent 
is this offsetting the excellent net earnings 
with assured business for the duration? I as- 
sume that it is only a temporary drawback.— 
G. W. W. of Evanston, Il. 


As with most manufacturers of 
automobile parts during the last 
year, transformation of peace time 
production items to war necessities 
has been changing the structure of 
this company. In ordinary times 
there were four main divisions, viz., 
metal pressed parts for auto-wheels, 
hubs and brakes, wheels for agri- 
cultural implements, Duo Therm oil 
burners, and wooden cooperage 
plant, largely connected with Bour- 
bon whiskey trade. As the year has 
passed along, the auto parts produc- 
tion ceased in February and the Duo 
Therm plant was completely shut 
down in July. On the other hand 
the southern cooperage operations at 
Memphis increased 25 per cent. Re- 
cent Federal regulations will require 
many companies now using metal 
tanks or barrels to convert to 
wooden barrels. In addition, Motor 
Wheel holds four prime contracts— 
two with Navy Ordnance and two 
with Army Ordnance—for large scale 
production of shell casing and pro- 
jectiles. Since June two more pro- 
duction lines for government prime 
contracts have been put in opera- 
tion, bringing an increase of employ- 
ment to the largest in its experience. 
These switch-overs have been at 
considerable cost, the bulk of which 
will be borne by the government. 
Temporarily it has resulted in a 
somewhat tight financial condition. 
Net working capital declined $480,- 
000 to $6,489,927 from the June 30, 
1941, figures. Decrease was ex- 
plained as due to expenditures of 
$627,000 for buildings, machinery 
and equipment for the concern’s own 
account. Special equipment was 
purchased, up to June 30, 1942, out 
of the company’s treasury, in the 
amount of $1,838,594. This sum has 
not yet been charged to the Govern- 
ment because all equipment has not 
yet been received. When this occurs 
the total money expended will be 
subject to payment after the comple- 
tion of contracts. The plants thus 
created will revert to the ownership 
of the Government. This relieves 
Motor Wheel of the capital risk in- 
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volved in new plant construction but 
does throw. a heavy burden on cur- 
rent finances as they are, in effect, 
banking their own war contracts. 
The plants in all probability will 
have some peace-time usages and in 
the liquidation of these plants by 
the Government after the war it is 
quite possible that Motor Wheel 
can purchase same for but a small 
fraction of cost. This forms a specu- 
lative appeal for the longer term 
although at the moment the reduc- 
tion in working capital is providing 
strain. There being neither funded 
debt nor preferred stock outstand- 
ing, the 845,752 “MRW?” shares have 
sole claim upon assets and carnings. 
The above mentioned conversion of 
plants to war production caused di- 
rectors to halve quarterly dividend 
payments to 20 cents a share. The 
year’s total bids fair to be only 80 
cents. The cut being simply to con- 
serve cash should be regarded in the 
light of increased investment by the 
stockholders in this concern. The 
management over many years hav- 
ing proved very capable their efforts 
are entitled to praise at this critical 
lime. As earnings for the year 
ended June 30, 1942, were an all- 
time high before taxes and only 13 
per cent less after taxes, being $1.84 
per share against $2.04 a share, this 
should be a good time to purchase 
additional shares. 





How to Reduce Your Taxes 





(Continued from page 165) 


tabulates a list of what seem to be 
more meritorious low-priced stocks, 
speculative to be sure, but possess- 
ing possibilities of appreciation or 
income. The second list is composed 
largely of issues which should benefit 
in the market from the development 
of a peace psychology, or from peace. 
Many, but not all, of the issues in 
the first list are all but hopeless so 
far as merit is concerned. Every 
person who holds as many as ten or 
twenty common stocks ought to look 
them over and see if some of these 
are not in his own box—perhaps all 
but forgotten. 

To sum up, in order to reduce your 
income tax (1) be sure you have a 
$1,000 net capital loss to charge off 
against your ordinary income, for it 
may save you several hundred dol- 
lars; (2) be sure that you use up 
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your short-term loss carry-over from 
1941 for otherwise it lapses, and in 
order to do this you must register 
some short-term capital gains; (3) 
register as many short-term losses 
as possible because they are worth 
twice the value of long-term losses 
in your tax return; (4) if possible, 
build up a capital loss credit which 
may be carried forward five years 
under the new tax bill; (5) comb 
over your portfolio to locate issues 
in which you have a large loss and 
switch them into more attractive 
items; (6) write-up the cost price 
of the issues in which you have a 
profit (if you can offset this profit 
by losses in other issues) in order 
to increase your investment mobility 
in the difficult inflation period ahead; 
(7) switch from one issue to an 
equivalent issue if you fear that you 
may lose a desirable position as a 
result of your tax juggling; and (8) 
have a competent investment counsel 
review your whole portfolio and 
recommend changes which would be 
desirable in any event and which 
incidentally take care of your capi- 
tal gains and losses problem. 
Many brokerage houses now are 
distributing convenient capital gains 
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work sheets which may be had for 
the asking. 

In your next income tax return, 
for the first time, you may deduct 
as expenses such items as invest- 
ment counsel fees, subscription prices 
to necessary financial publications, 
custodian fees, the expenses of mak- 
ing up your tax return and safe de- 
posit box rent. For some investors 
this is a material item . 





Changing Status of the Dairy 
industry 





(Continued from page 172) 


The company owns over 80 plants, 
located in 17 states, mostly in the 
middle west, although processing is 
also conducted in Pennsylvania, New 
York and Maryland. Principal mar- 
kets are in Pennsylvania, Missouri, 
Ohio, Illinois and Iowa. A large 
number of milk and cream buying 
stations is operated, as well as nu- 
merous distributing branches and 
six cold storage warehouses. Sales 
are made directly to grocers, hotels, 
restaurants and other large consum- 
ers. A considerable portion of dis- 
tribution is effected through ap- 
pointed jobbers. 

Capitalization of Beatrice Cream- 
ery is composed of 91,317 shares of 
$5 cumulative preferred or no-par 
value and 381,866 shares of $25 par 
value. As of Feb. 28, 1942 (the date 
of the latest balance sheet), there 
was no funded or floating indebted- 
ness. Finances on that date were un- 
usually strong, with current assets of 
$12,069,000, including cash of $3,- 
760,000, comparing with current lia- 
bilities of only $1,948,000, the latter 
including tax provisions of $1,300,- 
000. Earned surplus amounted to 
$4,693,000, as against $4,000,000 a 
year earlier. 

In only two years since the onset 
of the great depression has the com- 
pany failed to report earnings avail- 
able for the common stock. Even 
in those fiscal years—1933 and 1934 
—the larger portion of the preferred 
dividend was earned. Profits for the 
fiscal year ended Feb. 28, 1942, were 
equal to $3.70 per share of common, 
as against $3.19 per share in the pre- 
ceding fiscal year. Further profit 
gains were achieved in the six 


months ended with Aug. 31, 1942, 
net being equal to $2.05 per common 
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share, compared with $1.93 in the 
previous similar interim. For the 
three months ended Aug. 381, last, 
however earnings declined slightly 
to $1.11 per share from $1.19 in the 
August, 1941, quarter. Net sales for 
the 12 months ended with Aug. 31 
aggregated $94,482,000, up 22 per 
cent from those of the corresponding 
months one year before. 

After the depression suspension, 
common dividends were resumed by 
Beatrice Creamery in 1935, and have 
since been continued. Payments this 
year through Oct. 1 total $2 per 
share, equal to those paid in the 1940 
and 1941 calendar years. 

Because of the comparatively large 
proportion of revenues received from 
the sale of butter, some shrinkage in 
revenues is probable unless an off- 
set be furnished in enhanced sales of 
the company’s other products. This 
balance may be provided as a sequel 
to expanding demand originating 
directly from war factors. No altera- 
tion in the existing dividend basis is 
in prospect. At current stock market 
prices of around 25, the common 
shares provide the liberal return of 
approximately 8 per cent, and may 
be acquired for income purposes. | 

Supplying, as they do, one of the 
three major necessities of life, it will 
be readily perceived that compara- 
tive stability of sales is the outstand- 
ing characteristic of the dairy prod- 
ucts organizations. While the exigen- 
cies of war will compel a degree of 
expansion in operations, prospective 
Governmental limitations on civilian 
consumption of dairy goods, in order 
that adequate provision be made for 
imperative and prior military needs, 
may hold overall increases in output 
to rather moderate proportions. 

With respect to further advances 
in the development of casein prod- 
ucts, it is conceivable that the in- 
sistent demand for milk products as 
food media may have a tendency to 
retard such development for the 
duration. 

Over the longer term, the profits 
outlook for the more efficiently man- 
aged dairy companies may be re- 
garded as satisfactory, with earnings 
fluctuations in the future, as in the 
past, continuing within fairly well 
circumscribed limits. 
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(Continued from page 173) 
Purity Bakeries Corp. 


That the material expansion in 
consumer spending power has been 
of unusual advantage to Purity Bak- 
eries Corp. is evidenced by interim 
earnings reports. Notwithstanding 
the fact that Federal income taxes 
for the 40 weeks ended Oct. 3, 1942, 
were triple those of the same period 
last year, net income rose to an 
equivalent of $1.58 per share of com- 
mon stock from $1.20 per share in 
the same 1941 weeks. Moreover, in- 
asmuch as 1942 interim net was com- 
puted on the basis of 45% normal 
and 90% excess profits taxes, estab- 
lishment of the 40% rate for normal 
and surtax in the recently enacted 
Revenue Law means that actual 
earnings for the 1942 period were 
above those reported by the com- 
pany. 

Purity Bakeries, which ranks third 
among the domestic baking organ- 
izations, operates over 50 plants, 
located in 14 eastern, middle western 
and southwestern states. The sub- 
sidiary, Cushman’s Sons, Inc., oper- 
ates about 180 bakeshops in the 
New York metropolitan area. Capi- 
talization at the end of 1941 in- 
cluded $3,913,000 of S. F. 5s, due 
1948; subsidiary preferred stock in 
the amount of $2,322,620 (including 
accrued dividends of $459,320) , and 
the parent company’s own common 
stock, totaling 771,476 no-par shares. 
The Dec. 31, 1941, balance sheet ex- 
hibited a strong working capital 
position, with current assets of 
$5,351,000, including cash of $3,046.- 
000, comparing with current liabili- 
ties of $2,193,000. Dividends have 
been paid annually without inter- 
ruption since 1928. Distributions of 
$1.55 per share through Dec. 1, 1942. 
compare with $1.20 for the full year 
1941 and $1.10 in 1940. 

Trade and earnings prospects 
are favored, not only by the rising 
demand for the company’s various 
products, but also by establishment 
of price ceilings on numerous ingre- 
dients utilized by the bakeries. The 
1942 profits will probably surpass the 
$1.85 per share reported last year. 
In view of the excellent earnings 
outlook, as well as the likelihood of 
continuing liberal dividend pay- 
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ments, the common shares, at cur- 
rent quotations around 13, may be 
considered attractive from the 
standpoint of income and potential 
price appreciation. 


South Porto Rico Sugar Co. 


This concern is the largest pro- 
ducer of refined sugar both in Puerto 
Rico and in Santo Domingo, with 
about 70% of total output coming 
from the latter island. Average pro- 
duction for the five years through 
1941 was about 283,400 short tons 
annually. Puerto Rican output is 
shipped duty free to this country, 
while Santo Domingo sugar is sold 
chiefly in England and in the west- 
ern European nations during peace- 
time. 

Capitalization consists of 50,000 
shares of $8 preferred stock of $100 
par value, and 745,734 shares of no- 
par common stock. Latest available 
financial statement is that for the 
fiscal year ended Sept. 30, 1941, 
which disclosed current assets of 
$10,379,000, including cash _ of 
$3,601,000, and marketable securi- 
ties of $4,051,000, compared with 
current liabilities of $1,171,600. 
Dividends on the common stock, 
which have been maintained annu- 
ally without interruption since 1924, 
amounted to $2.25 in 1942 through 
Sept. 26, compared with $0.80 for 
the calendar year 1941, and $2.30 in 
1940. The most recent income ac- 
count is that for the fiscal year 
ended Sept. 30, 1941. After allow- 
ing for the $8 dividend on the pre- 
ferred, a deficit of $0.27 per share 
was reported on the common. Profits 
in the preceding fiscal year were 
equal to $2.16 per share of common. 

Shortage of shipping has curtailed 
transportation of the company’s 
1942 crop and, as a consequence, re- 
duction in the 1943 crop may be un- 
avoidable. Meanwhile, the Domini- 
can crop, which amounts to about 
65% of the total, has been disposed 
of to British interests, it is stated, 
and payment has been made for 
this portion. While no definite plans 
have been announced, some arrange- 
ments are reported for projected 
purchase of the 1942 Puerto Rican 
sugar crop carryover as well as of 
the 1943 crop. The Puerto Rico 
Land Law, limiting property hold- 
ings to 500 acres, is also unfavorable 
from a long-term standpoint. 

While the preferred may be held 
for income, at least for the present, 
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the uncertain trade and earnings 
prospects for 1943 suggest post- 
ponement of purchases of the com- 
mon stock pending further clarifica- 
tion of the outlook for both Puerto 
Rico and Santo Domingo operations 
of this company. 


Tennessee Corp. 


Direct war materials production 


is understood to comprise an impor- 
tant portion of this company’s oper- 
ations at present. Although mili- 
tary regulations forbid publication 
of details, it is known that expan- 
sion of facilities of the Copperhill. 
Tenn., plant for the manufacture of 
fuming sulphuric acid to be used in 
making TNT was projected several 
months ago. The three principal 
divisions of this company are pro- 








INTERNATIONAL PETROLEUM _ 
COMPANY, LIMITED 


Notice to Shareholders and the 
Holders of Share Warrants 

NOTICE is hereby given that a semi-annual 
dividend of 50c per share in Canadian Currency, 
has been declared, and that the same will be 
payable on or after the 1st day of December, 
1942, in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 
1929 issue upon presentation and delivery of 
coupons No. 58 at: 


THE ROYAL BANK OF CANADA, 
King and Church Streets Branch, 
Toronto, Canada 

The payment to Shareholders of record at the 
close of business on the 19th day of November, 
1942, and whose shares are represented by regis- 
tered Certificates of the 1929 issue, will be made 
by cheque, mailed from the offices of the Com- 
Pany on the 30th day of November, 1942. 

The transfer books will be closed from the 
20th day of November, to the 1st day of De- 
cember, 1942, inclusive, and no Bearer Share 
Warrants will be ‘“‘split’’ during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 15% shall be 
imposed and deducted at the source on all divi- 
dends payable by Canadian debtors to non-resi- 
dents of Canada. The tax will be deducted from 
all dividend cheques mailed to non-resident share- 
holders and the Company’s Bankers will deduct 
the tax when paying coupons to or for account 
of non-resident shareholders. Ownership Cer- 
tificates must accompany all dividend coupons 
presented for payment by residents of Canada. 

Shareholders resident in the United States 
are advised that a credit for the Canadian tax 
withheld at source is allowable against the tax 
shown on their United States Federal Income 
Tax return. In order to claim such credit the 
United States tax authorities require evidence 
of the deduction of said tax, for which purpose 
Ownership Certificates (Form No. 601) must be 
completed in duplicate and the Bank cashing 
the coupons will endorse both copies with a cer- 
tificate relative to the deduction and payment 
of the tax and return one Certificate to the 
shareholder. If Forms No. 601 are not avail- 
able at local United States banks, they can be 
secured from the Company’s office or the Royal 
Bank of Canada, Toronto. 

— existing Canadian Regulations: 

(a) Payment of this dividend to residents of 
enemy or enemy occupied countries is prohibited. 

b) Payment thereof to residents of other 
portions of Continental Europe or of the French 
Empire and China is prohibited but such resi- 
dents may direct the deposit to their credit in 
a Canadian Bank of all amounts payable to them. 

(c) Other non-residents of Canada may con- 
vert this dividend at current Canadian Foreign 
Exchange Control rates into such foreign cur- 
rencies as are permitted by the General Regula- 
tions of the Canadian Foreign Exchange Control 
Board. Such conversion can only be effected 
through an Authorized Dealer i.e. a Canadian 
Branch of any Canadian Chartered Bank. 

Shareholders residing in the United States 
may convert the amount of the current dividend 
into United States currency at the official Cana- 
dian Foreign Exchange Control rate by sending 
at their own risk and expense, coupons, or divi- 
dend cheques properly endorsed, to The Agency 
of the Royal Bank of Canada, 68 William Street, 
New York City, which will accept them for col- 
lection through an authorized dealer, or direct 
to any authorized dealer of the Canadian Foreign 
Exchange Contro! Board. 

Shareholders residing in countries other than 
the United States to whom payment is not pro- 
hibited as above noted, may convert the amount 
of the current dividend by sending at their own 
risk and expense, coupons, or dividend cheques 
properly endorsed, to The Royal Bank of Can- 
ada, King and Church Street Branch, Toronto, 
Canada, or to any other authorized dealer or to 
The Agency of The Royal Bank of Canada, 68 
William Street, New York City, 8S. A. with a 
request for a draft in such foreign currency as 
is permitted in settlement of same, but they 
should first satisfy themselves that this action 
is not prohibited by the Foreign Exchange Con- 
trol Regulations of the country in which they 
reside. 

By order of the Board, 

J. BR. CLARKE, Secretary. 
66 Church Pies Toronto 2, Canada 
10th November, 1942. 


IMPERIAL OIL LIMITED 


Notice to Shareholders and the Holders 
Share Warrants 

NOTICE is hereby given that a semi-annual 
dividend of 25c per share in Canadian currency, 
has been declared, and that the same will be 
payable on or after the 1st day of December, 
1942, in respect to the shares specified in any 
Bearer Share Warrants of the Company of the 
1929 issue upon presentation and delivery of 
coupons No. 58 at: 

THE ROYAL BANK OF CANADA 
King and Church Streets Branch, Toronto, Canada 

The payment to Shareholders of record at the 
close of business on the 16th day of November, 
1942, and whose shares are represented by regis- 
tered Certificates of the 1929 issue, will be 
made by cheque, mailed from the offices of the 
Company on the 30th day of November, 1942. 

The transfer books will be closed from the 
17th day of November to the 30th day of Novem- 
ber, 1942, inclusive and no Bearer Share War- 
rants will be “split” during that period. 

The Income Tax Act of the Dominion of 
Canada provides that a tax of 15% shall be 
imposed and deducted at the source on all divi- 
dends payable by Canadian debtors to non- 
residents of Canada. The tax will be deducted 
from all dividend cheques mailed to non-resident 
shareholders and the Company’s Bankers will 
deduct the tax when paying coupons to or for 
account of non-resident shareholders. Owner- 
ship Certificates must accompany all dividend 
coupons presented for payment by residents of 
Canada. 

Shareholders resident in the United States are 
advised that a credit for the Canadian tax with- 
held at source is allowable against the tax shown 
on their United States Federal Income tax re- 
turn. In order to claim such credit the United 
States tax authorities require evidence of the 
deduction of said tax, for which purpose Own- 
ership Certificates (Form No. 601) must be 
completed in duplicate and the Bank cashing the 
coupons will endorse both copies with a certi- 
ficate relative to the deduction and payment of 
the tax and return one Certificate to the Share- 
holder. If Forms No. 601 are not available at 
local United States banks, they can be secured 
from the Company’s office or the Royal Bank of 
Canada, Toronto. 

Under existing Canadian Regulations: 

(a) Payment of this dividend to residents of 
enemy or enemy occupied countries is prohibited. 

(b) Payment thereof to residents of other 
portions of Continental Europe or of the Freneb 
Empire and China is prohibited but such resi- 
dents may direct the deposit to their credit in 
a Canadian Bank of all amounts payable to them 

(c) Other non-residents of Canada may con- 
vert this dividend at current Canadian Foreign 
Exchange Control rates into such foreign cur- 
rencies as are permitted by the General Regula- 
tions of the Canadian Foreign Exchange Control 
Board. Such conversion can only be effec’ 
through an Authorized Dealer, i.e., a Canadian 
Branch of any Canadian Chartered Bank. 

Shareholders residing in the United States 
may convert the amount of the eurrent dividend 
into United States currency at the official Cana- 
dian Foreign Exchange Control rate by sending 
at their own risk and expense, coupons, or divi- 
dend cheques properly endorsed, to The Agency 
of the Royal Bank of Canada, 68 William Street, 
New York City, which will aceept them for coé- 
lection through an authorized dealer, or direct 
to any authorized dealer of the Canadian For- 
eign Exchange Control Board. 

Shareholders residing in countries other than 
the United States to whom payment is not pro- 
hibited as above noted may convert the amount 
of the current dividend by sending at their own 
risk and expense, coupons, or dividend cheques 
properly endorsed, to The Royal Bank of Canada, 
King and Church Street Branch, Toronto, Can- 
ada, or to any other authorized dealer or to 
The Agency of The Royal Bank of Canada, 68 
William Street, New York City, U. S. A., with 
a request for a draft in such foreign currency 
as is permitted in settlement of same, but they 
should first satisfy themselves that this action 
is not prohibited by the Foreign Exchange Con- 
ret ear of the country in which they 
reside. 

By order of the Board, 

W. J. WHITLING, Secretary. 
56 Church Street, Toronto 2, Canada. 
10th November, 1942 
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CURRENT BOOKS THAT WILL BE OF INTEREST 
TO you! 


Should you be interested in a current book not reviewed here, we will be glad to 


obtain it for you. 


You can secure any book published through this department, so take advantage of the 


service offered. All books mailed postpaid. 


BEHIND THE URALS 
JOHN SCOTT 
Houghton Mifflin Co. 279 pp. $2.75 

Mr. Scott lived and worked for several years 
in Russia. He married a Russian girl. The 
author worked in Magnitogorsk, an industrial 
town that was born during the first Five-Year 
Plan. After many blunders and bitter disap- 
pointments, the Russians finally mastered the 
technique of modern industry. 

»»>e«« 


THOUGHTS THROUGH SPACE 
SIR HUBERT WILKINS and 
HAROLD M. SHERMAN 
Creative Age Press. 421 pp. $4.50 

An engrossing record of experiences in tele- 
pathy. Mr. Sherman remained in New York 
while Sir Hubert Wilkins searched in the Arctic 
for the lost Russian Aviator Levansky. An 


extraordinary story. 
»> @ «EK 


THE GOVERNMENT OF LABOR 
RELATIONS IN SWEDEN 


JAMES J. ROBBINS 
University of North Carolina Press. 
$3.50 

Dr. Robbins is dean of the graduate divi- 
sion, School of Social Sciences and Public Af- 
fairs, The American University in Washington, 
D. C. The materials for this book were gath- 
ered before and during the first winter of 
World War II. The collective contract system 
has been established in Sweden for thirty years. 
Its development should be of interest to labor 
and management alike. 

>> e «« 


AMERICAN REVEILLE 
WARD MOREHOUSE 
G. P. Putnam's Sons. 263 pp. $2.50 

Mr. Morehouse traveled over America by 
car, by plane, by bus, and by train. The au- 
thor endeavored to discover what America in 
time of war is saying, thinking, and feeling. 
A very timely story. 

»>e «« 


A DEMOCRATIC MANIFESTO 
EMERY REEVES 
Random House. 144 pp. $1.50 

Mr. Reeves is of the opinion that we must 
abandon the notion of neutrality and independ- 
ence. The idea that war can be outlawed is 
ridiculous. War must be legalized. An intel- 
ligent and understanding book. 
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PERSONAL ESTATE PLANNING 
IN A CHANGING WORLD 
RENE WORMSER 
Simon & Schuster. 311 pp. $2.50 

In this rapidly changing world, the layman 
sometimes needs a guide. This book will help 
the average man plan his estate, to hold it 
reasonably intact, and to pass the greater part 
of it on to his beneficiaries, 

>> @ «« 


FISCAL PLANNING FOR 
TOTAL WAR 
WILLIAM L. CRUM, JOHN F. FENNELLY, 
and LAWRENCE H. SELTZER 
National Bureau of Economic Research. 
358 pp. $3.00 

To develop and maintain a war machine 
naturally we must expect a great drain on our 
treasury. Therefore it must follow that we 
must have wise financing. The burdens and the 
sacrifices of war must be distributed equitably. 
Professors Crum and Seltzer and Mr. Fennelly, 
because of their respective backgrounds, are 
well fitted to discuss this subject, 


367 pp. 


THE GOOD INHERITANCE 


NORMAN COUSINS 
Coward-McCann, Inc. 318 pp. $3.00 

Mr. Cousins is the editor of The Saturday 
Review of Literature. The book is presented 
in two parts. The first deals with the fall of 
Athens due to the mistakes and weaknesses of 
her people. The second propounds that the 
founders of our country profitably studied the 
experiences of Athens and Greece. 

2» @ «« 


PRELUDE TO VICTORY 
JAMES B. RESTON 
Alfred A. Knopf. 235 pp. $2.00 

The author, a very competent reporter does 
not pull any punches in this book. He is pri- 
marily concerned with what is wrong with the 
United States today. His contention is that 
‘twe have not been outfought so much as we 
have been outthought.’’ 

>» @ «KK 


FINANCIAL POLICIES OF 
BUSINESS ENTERPRISE 
W. BAYARD TAYLOR 
D. Appleton-Century Co. 867 pp. $4.25 
Professor Taylor is Professor of Finance in 
the University of Wisconsin. Unfortunately 
since this book was begun the free price sys- 
tem has been abandoned and one economy after 
another has been altered. The hook is pre- 
sented in nine parts. All businessmen should 
be interested in this very worth while text. 
>» @ «&« 


POSTWAR PLANNING IN THE 


UNITED STATES 

GEORGE B. GALLOWAY 

The Twentieth Century Fund. 158 pp. $.60 
The work of thirty-five government agencies, 

eleven industrial and financial organizations 

and various private agencies, trade associa- 

tions and transportations is described in this 

book. Much of the research is still in the plan- 


ning stage as yet. 
»>e@«« 


MANUAL OF SUGAR 
COMPANIES 1942 
Farr & Company. 190 pp. $1.00 

The twentieth edition of this very useful ref- 
erence book. The war has of course added 
to the difficulties of obtaining sugar statistics, 
but with very few exceptions the features of 
the previous manuals have been included. A 
necessity for any financial library. 

»»>@ «« 


INTERNATIONAL AIR TRANS- 
PORT AND NATIONAL POLICY 


OLIVER J. LISSITZYN 
Council on Foreign Relations. 478 pp. $5.00 


Air transportation is rapidly becoming of 
primary importance in all discussions of na- 
tional and international relations today. The 
author discusses all phases of this vital issue. 
Of particular interest is his treatment of the 
future of air transport policies. 

>» @ «&« 


AGENDA FOR A POSTWAR 


WORLD 
J. B. CONDLIFFE 
W. W. Norton & Co., Inc. 232 pp. $2.50 
Mr. Condliffe was formerly on the staff of 
the League of Nations and has participated in 
all important economic conferences of recent 
years. Therefore he is quite an authority in 
his field. He discusses, among other things, 
the danger of postwar inflation, debts and repa- 
rations, access to raw materials, and the dan- 
gers of regulated trade. 
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duction of copper, fertilizers and 
chemicals. Sulphuric acid capacity 
is about 550,000 tons annually. Most 
of such output is sold to other fer- 
tilizer companies, and to the chem- 
ical, steel and textile industries. 

Long-term serial notes outstanding 
at the end of 1941 amounted to $2,- 
225,000. Outstanding capital stock 
consisted of 853,696 shares of $5.00 
par value. Current position was 
sound, with current assets of $7,080,- 
439, including cash and U. S. trea- 
sury notes of over $1,300,000, com- 
pared with current liabilities of 
$2,105,418, the latter including tax 
accruals of $779,428. Earnings for 
the six months ended June 30, 1942, 
equalled $0.60 per share, compared 
with $0.86 per share in the previous 
comparable period. Profits for the 
full years 1940 and 1941 were $1.36 
and $1.60 per share, respectively. 
Dividend payments have been irreg- 
ular. Including $0.25 per share 
scheduled for Dec. 16, disbursements 
for 1942 total $1.00 per share, equal 
to those for the full year 1941. 

Sulphuric acid sales should hold 
at high levels for the duration, while 
substantial volumes in other divi- 
sions are likewise indicated. Earn- 
ings for the full year 1942 are esti- 
mated at from $1.00 to $1.25 per 
share. Dividend payments, at the 
current $0.25 quarterly basis, may be 
maintained for the near future. As 
a speculation, the common shares 
are worth consideration at prevail- 
ing market quotations. 





For Profit and Income 
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vast number of chemicals; a radiator 
anti-freeze which is in a class by 
itself; plastics; and recently, the 
company has gone into the making 
of several compounds used in the 
synthetic rubber business, including 
butadiene which is made from al- 
cohol. It has also taken a big part 
in the war effort, which should con- 
tinue as a peace activity, in the 
making of aluminum and mag- 
nesium products. With all of this, 
it can afford to let its present mak- 
ing of explosives go by the board 
after the war ends. Just as its ac- 
tivities are almost beyond listing, its 
customers are myriad. In 1937 the 
stock went well above 100. 
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capitulation. They had many rea- 
sons for avoiding a show-down with 
the Marechal—not the least of which 
is his prestige with General Franco 
of Spain. 

But the Nazis found it easier to 
deal with the uncertain quantity 
that was Admiral Darlan, whom they 
did not trust despite his bitter re- 
criminations against Britain. They 
ousted him in favor of Laval who 
would take and carry out their. or- 
ders. 


Knowing men’s minds, it is not to 
be wondered at that Vichy French 
leaders were impressed with the early 
German victories and believed Hit- 
ler to be invincible. Possessed of 
defensive psychology, they were try- 
ing to play safe, willing to rely on 
future events to decide the issue for 
them. On the other hand, while it 
is true the Free French took the 
offensive against the Boche and lined 
up with the Allies, they were not 
over-optimistic as to the outcome. 
Their hopes sank lower with every 
British defeat. As far as the United 
States was concerned, we had still 
to demonstrate our capacity to cope 
with the titanic Axis war machine. 
We might as well realize that the 
Free French—like the Vichy French 
—looked upon the United States as 
softened by materalism and ripe for 
revolution. 


The accomplishments of the 
United States in the past 11 months 
—the continuous string of victories 
after our early failures—brought a 
reversal of these preconceived no- 
tions as to American character and 
capacity. 

As events in Africa so clearly in- 
dicate, Vichy leadership was playing 
for time and was ready to collaborate 
with the United States when we 
could muster up sufficient strength 
for major offensive action in North 
Africa. They not only cooperated 
with us on this offensive but also 
used their influence with General 
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Franco to prevent the Nazis from 
over-running Spain without opposi- 
tion. Franco’s statement of neu- 
trality assured the United States 
that the entrance to the Mediterra- 
nean would be kept open. 

It is plain that the initial success 
of our campaign in Africa is due to 
the goodwill of these Vichy leaders 
and that from now on we can count 
on the armies of France, numbering 
some one-half million men, to swell 
the Allied forces in Africa. Since the 
United States has clearly stated in 
regard to France that we seek no 
advantages, we are able to use our 
good offices in bringing unity be- 
tween all factions for the common 
good so that political differences can 
be buried—at least until the Axis 
forces in Africa have been crushed. 


President Roosevelt made it clear 
that he recognizes this truth. Know- 
ing that the tendency of the people 
of France is toward political and in- 
dividual freedom, with encourage- 
ment from us we have no fear but 
that they will follow the proper 
course leading to liberal democracy. 
For the French curing the Blum re- 
gime had the opportunity of learning 
the psychological unsoundness of 
Communism. Since the occupation 
of France, they have come to know 
how degrading Fascism can be. 
Knowing French temperament, | 
believe we can safely leave this mat- 
ter in the hands of our Government 
while we concentrate on the main 
job of beating the Axis. 


For the first time Hitler is on the 
defensive—obliged to fight on battle- 
fields that are not of his own choos- 
ing. His position in Africa is badly 
deteriorating. We will soon know 
whether he is strong enough to un- 
dertake a major Spanish invasion in 
an attempt to destroy the usefulness 
of Gibralter and close the Mediter- 
ranean. Whether he will undertake 
an offensive through Turkey in an 
attempt to flank the British in the 
Near East. 

In the meantime, we have the 
satisfaction of knowing that his posi- 
tion on the Russian front is rapidly 
disintegrating, calling for the bolster- 
ing up of his defenses there, if the 
Germans are not to suffer a complete 
rout. 

At the moment, events are reach- 
ing a climax that will decide the 
length of the war. And what is most 
important—we are prepared to meet 
any move. 
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